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TRUST Custody and Investment SERVICES is both 
textbook and sales manual . . . used by us to promote 
our trust services. Perhaps you would like to see a copy? 
We will be pleased to send it upon request. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $120,000,000 Total Resources over $1,400,000,000 
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Take advantage of the correspondent banking services of Guaranty Trust 
Company and you place extra banking facilities at the disposal of your 
customers. 


Broad and effective, these services enable you to meet the requirements of 
individuals, as well as financial, commercial and government organiza- 
tions, anywhere. 


Branch offices in Europe and correspondents in every part of the world 
also enable Guaranty Trust Company to help you understand local condi- 
tions and gain on-the-spot information wherever and whenever required. 


Guaranty Trust Company of New York 
Capital Funds $382,000,000 


140 Broadway __ Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th Sts 


New York 15 New York 36 New York 21 New York 20 
LONDON PARIS BRUSSELS 
32 Lombard St., F.C. 3 4 Place de la Concorde 27 Avenue des Arts 
Bush House, W.C. 2 


Member Federal Deposit Insurance Corporation 
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60 YEARS OF PROGRESS 
Another Year of Leadership 


HILCO celebrates its 60th Anniversary by once again 

raising significantly the standards of the entire elec- 
tronics and home appliance industries with new and 
important engineering achievements. 


Philco for 1953 has just brought to the public the first 
and only High Fidelity Television, with the unmatched 
Golden Grid Tuner, providing the greatest picture quality, 
performance and dependability ever achieved. And, Philco 
for 1953 again proves its leadership in the radio industry 
with the creation of a new kind of radio—Philco Multiwave, 
with the exclusive Special Service Band, that combines in 
one receiver all standard broadcasts, plus selected short 
wave frequencies, at no extra cost to the consumer. 


This year, Philco is enjoying unprecedented success in 
home refrigerators. The Philco-designed Dairy Bar, with 
exclusive Cheese Keeper, has been hailed by industry and 
consumers as the most beautiful, most convenient, and 
useful refrigerator ever created. In room air conditioners, 


Philco again leads the industry for the 15th consecutive 
year with new and significant engineering developments in 
automatic temperature control. 


Of tremendous significance are the most recent Philco 
achievements in transistors and the miracle metal, Ger- 
manium. Philco scientists have developed a method to 
refine Germanium to a higher degree of purity than has 
ever been attained for commercial production, making 
possible a wider application of transistors for industrial 
and household products, as substitutes for vacuum tubes; 
reducing production costs, and, increasing performance 
and reliability standards. Philco has been selected by the 
government to conduct vital transistor research for defense. 
The results will have definite application to consumer 
and industrial products in the future. 


On this, its 60th Anniversary, Philco vigorously con- 
tinues to advance the frontiers of research, ever-fulfilling 
the responsibilities that go with leadership. 


iH i [ . TELEVISION @ RADIO @ REFRIGERATION @e HOME FREEZERS e ELECTRIC RANGES 
AIR CONDITIONERS e ELECTRONIC PRODUCTS FOR THE ARMED FORCES 
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Cover Picture . . . Sheep herding, one of 
the oldest and most picturesque occupations, 
appears to be much the same in Idaho’s 
famous Sun Valley as when Abraham led 
his flocks across the mountain pastures of 
Palestine. Businesswise, however, wool pro- 
duction in the expanding era of synthetic 
fibers must inevitably be affected by cur- 
rent changes in the textile industry (see 
page 567) as well as by the varying needs 
of war and peace. In the seven years follow- 
ing the wartime peak of 1942, world produc- 
tion fell from 4,160 to 3,780 million pounds, 
United States production dropped from 455 
to 253 million pounds, and the number of 
sheep on U. S. farms dwindled from 56 to 
31 million. Present wool use, based on the 
first five months of 1952, is rated low 
relative to comparable periods of post-war 
years, but is still 20% above the 1935-39 
average. Among the states Texas ranks first 
in sheep raising, but Idaho’s flocks of ap- 
proximately a million head put that state 
in fifth place, with her Rocky Mountain 
neighbors coming in between. The total 
value of this country’s sheep is estimated 


at close to half a billion dollars. 
Photo by A. Devaney, Inc., N. Y. 
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Estate Planning for Physicians 


In reply to your inquiry, I am set- 
ting forth some data on the articles on 
estate planning recently published in 
The Journal of the American Medical 
Association. At the request of the Asso- 
ciation. I wrote a series of four articles 
on “Estate Planning for Physicians,” 
which appeared in the April, May. and 
June issues of The Journal. Shortly after 
publication of the first article, | began 
to get letters from physicians, life under- 
writers and trustmen all over the coun- 
try. Most of the physicians requested a 
single reprint. while the underwriters 
and trustmen wanted to buy quantities 
of reprints, for use in business promo- 
tion. I have reecived a total of 250 let- 
ters from physicians outside Chicago, 
about 50 requests from life underwriters 
and general agents, about 10 requests 
from insurance company home offices, 
and about 50 requests from trustmen. 
These requests range all the way from 


| 10 copies to “several thousand,” in the 


case of one home office. It soon became 
apparent that I could not fill these 
orders myself. 


Because of this demand, the four 
articles have been published in one 
pamphlet by Insurance Research and 
Review Service, Inc., of Indianapolis, 
who will distribute the pamphlets in 
the life insurance field. Negotiations are 
under way to make the pamphlets avail- 
able to banks and trust companies. 


After the response to these articles 
from the medical profession began to 
come in, we decided to use the reprints 
prepared by A.M.A. as a business de- 
velopment item for our bank. We mailed 
a personal letter from the President of 
our bank to each doctor in the down- 
town area of Chicago (a total of 1,700) 
enclosing a post card to be returned if 
the doctor wished a copy of this reprint. 
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As of August first we have received 
over 500 such requests, a return of 
about 30%, which we consider unusual 
for a direct mail project. 

We already have made some contacts 
which are the direct result of these 
articles and we expect to close some 
trust business. Several other trustmen 
have likewise informed me that they 
have had interviews with physicians 
that were directly traceable to these 
articles. 

' W. S. McClanahan, 
Assistant Vice President 
Lake Shore National Bank 


Pseudo Estate Planners 


I should like to add a hearty “Amen” 
to the letter from a Mid-Western Trust 
Company Estate Planner entitled “Time 
to Clean House” (May, p. 335). I 
should say that it is not only time to 
clean house, but way past time to make 
a vigorous start in ridding the country 
of pseudo Estate Planners. 


Of all the guilty groups in the perni- 
cious breeding of unqualified Estate 
Planners, undoubtedly the life insur- 
ance industry is responsible for a larger 
share of guilt than any other group. For 
many years the responsible life under- 











Center of today’s largest industrial development in the East. 


Today—as for more than 100 years—indi- 


viduals and 
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guidance in the management of trusts and estates. 


We are now administering trust assets with a 


market value of more than a billion dollars. 
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writers have been appalled at the situa. 
tion. We have seen star athletes and 
others given an intensive Estate Plan. 
ning course consisting of from one day 
to two weeks, handed a shiny booklet 
full of graphs, to be turned loose on 
their unsuspecting friends as compe- 
tent Estate Planners. We have seen full 
page newspaper advertisements implying 
that every man licensed by a particular 
company is a thoroughly competent man 
to give counsel on estate planning prob- 
lems. 

This pseudo Estate Planning is doing 
a great deal of harm on two counts, 
One, it is causing a great many indi- 
vidual estates to become involved in a 
costly and impractical mess. Two, it 
is doing irreparable harm to the prestige 
of Estate Planning. as practiced by the 
really competent people in the field. 

I am inclined to doubt that “The 
only practical solution is for each group 
to do its own police work” so far as 
life insurance is concerned. It is true 
that the life insurance industry has 
made some progress in agents’ selection, 
education, and training. But it has been 
very slow indeed, and during the same 
period there have been many develop- 
ments on the debit’s side of the ledger. 
The whole problem of professional com- 
petence is closely interwoven with the 
curious angles of the compensation of 
the field force in the life insurance in- 
dustry. It may be that the public will get 
tired of waiting for the industry to do 
its police work and will find it neces- 
sary to resort to a legal framework to 
protect itself against incompetent agents 
in general and pseudo Estate Planners 
in particular. 

James E. Amick, C.L.U. 
Kansas City, Kan. 
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A fellowship in Cultural History and Amer- 
ican Decorative Arts. sponsored by Wilming- 
ton (Del.) Trust Co., has been awarded to | 
John A. Sweeney by the Henry Francis du 
Pont Winterthur Museum and the University 
of Delaware. George P. Edmonds, president | 


of Wilmington Trust (left) is shown dis- 
cussing with Mr. Sweeney the fellowship 


which provides opportunity for graduate 


study at the university and laboratory work j 


at the museum. 
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IN THE NEWS 


DDDP>DPPPDPDPDDDPPPDDDD>DDPPDDDDDDDDDD DDD DD 


A. B. A. Trust Division to 
Hear Waugh 


During the 78th annual Convention 
of the American Bankers Association, to 
be held in Atlantic City, N. J.. Septem- 
ber 28 to October 1, speakers at the gen- 
eral sessions will be President C. Francis 
Cocke, president of The First National 
Exchange Bank of Roanoke: Joseph M. 
Dodge. former A.B.A. president. and 
president of The Detroit Bank, who is 
credited with the sound monetary plans 
responsible for the recovery of Japan: 
T. V. Smith, professor of politics and 
philosophy at hte Maxwell Graduate 
School of Citizenship and Public Affairs. 
Syracuse University, and A. Willis Ro- 
bertson United States Senator from Vir- 


gina, 


The Trust Division meeting on Sept- 
ember 29, will be greeted by Jay Knox. 
chairman of the Trust Committee. New 
Jersey Bankers Association, and_ trust 
officer. First Camden National Bank & 
Trust Co. Division President Joseph W. 
White. vice of Mercantile 
Trust Co.. St. his 
report on the year’s activities. The prin- 
and the 


president 


Louis, will present 


cipal address: “The Olympics 
Trust 
Samuel C. Waugh, president. First Trust 
Co. of Lincoln. Neb... and former Trust 
Division president. 


Business” will be delivered by 


A A A 


Western Trust Conference 
in Session 
\s this issue went to press. the West- 
ern Regional Trust Conference of the 
Bonkers 
meeting in Seattle. August 13-15. The 
the 


American Association was 


proceedings will be reported in 


September number. 


A & & 


New Common Trust Funds 


Two new Common Trust Funds have 
New York State 
since the publication of the national list 
in the March issue. The Bank of the 
Manhattan Co.. New York. put a fund 
into operation on April 30 and Manu- 


been established in 


facturers National Bank of Troy began 
operations on June 30. Both funds are 
of the ‘legal’ or restricted investment 
type. This brings the total number of 
Trust Funds in New York 
State up to 29, of which 16 are ‘legal’. 


Common 
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MOVIE ON INVESTMENT 





S AND FREE ENTERPRISE 


Production scene taken on stage during filming of Opportunity, U.S.A., the new 16mm 
sound motion picture sponsored by the Investment Bankers Association of America, and 
screened at press interviews in leading American cities last month. Scene shows Pierre 
Watkin, veteran Hollywood actor. in the role of Investment Banker. The film dramatically 
portrays how the savings of millions of American citizens are channelled into productive 
use by private industry and government. It is designed for adult, college and senier high 
school audiences who know little or nothing about the securities business. It tells the 
story of the investment banker’s role in the economy, and shows how the savings of the 
nation provide more jobs and the constant flow of tools and services essential to a steadily 
rising standard of living. The viewer learns how he may become part of American 
enterprise and receive dividends through the purchase of shares of stock; and how he 
may lend his savings and receive interest through the purchase of bonds. 





Trust Fees and Common Fund 
Expansion Studied by N. Y. 
Banking Department 
Whether for 
trustees in New York are adequate will 
be determined as a result of a survey 
of 30 trust departments’ earnings and 


present statutory fees 


expenses made by the State Banking 
Department. This was revealed by Su- 
perintendent of Banks William A. Lyon 
at the recent annual meeting of the New 
York State Bankers Association. Trust 
fees were raised nine years ago but it 
is believed that the increase has been 
offset by the advance in costs 
1941. the base for the 
rates. Mr. Lyon also mentioned that 
his office is also inquiring into the 


since 


year present 


matter of fees for administering estates, 
which have not been modified in nearly 
30. years. 

The Banking Department is investi- 
gating economies in operations as a re- 
sult of common trust funds, Superin- 
tendent Lyon told the delegates. Pre- 
liminary information has indicated that 
where the individual trust can be wholly 
invested in the common fund, the re- 
sulting drastic decrease in the number 
of items means a material reduction in 


While of the 


costs. benefits common 


trust fund idea may be limited because, 
in the larger banks. a great proportion 
of the trusts are too large for the com- 
mon fund. and the smaller accounts 
either cannot participate in the fund or 
have some excess amount outside the 
fund. Mr. Lyon declared that this in- 
vestment vehicle “can help more to put 
the corporate fiduciary business in the 
state on a reasonable earnings basis 
rather than successive increases in the 
scale of fees.” 


Another aspect of common trust funds 
being considered by the Banking De- 
partment is an arrangement whereby a 
fund could be made available to all 
fiduciaries, individual as well as corpo- 
rate. through the cooperation of the 
trust companies in the state. This quite 
novel idea would, said Mr. Lyon, be 
advantageous to banks in smaller com- 
munities where trust business potential 
is too small to permit a common trust 
fund ever. or even adequate investment 
service. The recently adopted partial 
prudent man rule would seem to call for 
some sort of companion legislation to 
give the smaller institutions the bene- 
fits of the rule without the accompany- 
ing disadvantages of small purchases of 
equity investments. Superintendent Lyon 


concluded. 
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New Estate Planning Council 
in Albany, Ga. 


Fifty-two attorneys, life underwriters, 
certified public accountants and _ trust- 
men met at Radium Springs, Albany, 
Georgia, on July 23rd, and organized 
the Albany Estate Planning Council. 
Virlyn B. Moore, Jr., trust officer of 
Fulton National Bank of Atlanta, and 
president of the Atlanta Life Insurance 
and Trust Council, spoke on “Advan- 
tages and Objectives of Estate Planning 
Councils.” Mr. Moore was unanimously 
named as a lifetime honorary member 
of the new Council. After the adoption 
of By-Laws, the following officers were 
elected: 


Pres.: Joe Champion, assistant trust 


officer, First State Bank of Albany; Vice 


Pres.: Dick Jordan, manager, Life In- 
surance Co. of Virginia; Sec.: Ted 
Mauldin, C.P.A.. Mount & Carter: 
Treas.: Paul Keenan, Esq., Watson & 
Keenan. 

" AAA 


New Life Insurance & 
Trust Council Officers 
Los Angeles 
Pres.: C. F. Galloway, trust officer, 
Union National Bank of Pasadena 
Vice Pres.: George B. Byrnes, Equit- 
able Life Assurance Society, Pasadena 
Sec.-Treas.: Virgil D. Sisson, 
president, California Trust Co. 


St. Louis 


Pres.: Wesley L. Johnson, vice presi- 
dent and trust officer, Security National 
Bank 


Vice Pres.: Tom E. McCary, Jr., Penn. 
Mutual Life Ins. Co. 

Sec.: C. Edward Tussey, Massachu- 
setts Mutual Life Ins. Co. 


Treas.: David H. Morey, vice presi- 
dent, Boatmen’s National Bank 


vice 
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Underwriters Learn Estate 
Planning 


The life underwriter in estate plan- 
ning was the topic of the University 
of Wisconsin School in Advanced Life 
Underwriting held August 4-8, at Madi- 
son. 

This annual five-day workshop in 
problems of life insurance is jointly 
sponsored by the UW School of Com- 
merce department of insurance. the 
University Extension Division, the Wis- 
consin Association of Life Underwriters, 
and the Wisconsin Domiciled Life In- 
surance Companies. Topics covered were 
recent tax developments affecting life 
insurance and estate planning, trusts 
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and estate planning. mass coverages, in- 
flation and investments.. One afternoon 
was devoted to a panel discussion of vari- 
ous solutions to estate problems. Parti- 
cipants were Vernon F. Houghton, 
C.P.A.; Joseph P. Betker. general agent: 
Donald J. Beyer, trust officer, Bank of 
Madison; all of Madison; and Prof. 
Richard W. Effland of the UW Law 
School. George J. Laikin, Milwaukee at- 
torney and Wisconsin legal editor for 
T.&E., was co-moderator for the panel 
with Prof. Charles C. Center. 


A AA 


Illinois Bankers Continue 
Trust Development School 


The Seventh An- 
nual Trust Devel- 
opment School 
sponsored by the 
Trust Division of 
the Illinois Bank- 
ers Association in 
cooperation with 
the School of Com- 
Northwest- 

ern University, will 
be held August 11th to the 29th, with 
a reception for the students Sunday 
afternoon, August 10th. 

Harold J. Clark, Chicago attorney, 
has been Director of the School since 
its inception in 1946 during which time 
134 well-trained Trust Department sales- 
minded men have been graduated. 
These men have come from 15 other 
states besides Illinois. Students this year 
include 17 trustmen from Illinois and 11 
from nine other states. 
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William O. Heath, Chairman of the 
Trust Division’s School Committee and 
vice president of the Harris Trust and 
Savings Bank, Chicago, states that the 
purpose of the School is to provide a 
comprehensive curriculum and practical 
training program to equip the graduates 
with the tools to do an ef- 
fective trust selling job and to instill 


necessary 


a new business consciousness in trust 
administrative men. 
A A A 
Virginia Trust School 
Adds Underwriter 
The 12th annual session of the Vir- 


ginia Bankers School, sponsored by the 
V.B.A., will meet at the University of 
Virginia in Charlottesville August 25- 
29. The Trust School has added to its 
faculty Knox Turnbull. C.L.U., manager 
of the Philadelphia Agency of Provident 
Mutual Life Insurance Co., a University 
of Virginia Law School graduate and 
a director of the Peoples National Bank 
in Charlottesville. Mr. 
alty is estate planning. 

Other members of the faculty 
James W. Allison. William G. Cleaver, 
Robert C. Masters and J. VanDyke Nor- 
man. all known in trust 
Gorham B. Walker. trust officer of 
Lynchburg Trust & Savings Bank. is in 
charge of the Trust School. 

A A A 


FPRA School 

The 1952 session of the 
Financial Public Relations, 
by the Financial Public Relations Asso- 
ciation, was held from July 28 until 
August 9, on the Chicago campus of 
Northwestern University. The curricu- 
lum, comprising a two-year course, each 
two weeks, provided a_ well-rounded, 
practical background for individuals 
concerned with public relations, adver- 
tising. and new business development in 
financial institutions. 
bined with six practical public relations 
problems and a project to be completed 
between the two sessions. 

The 47 men and 5 women enrolled 
in the freshman class for 1952 repre- 
sented 23 states and Canada; their aver- 
age age was 36. The 45 students, in- 
cluding two women. who 
the School as seniors, came from 23 
the District of Columbia and 


Turnbull's speci- 


are 


well circles. 


School of 
sponsored 


The course is com- 


states. 
Mexico. 
institutional members of the FPRA. 
John L. Chapman. vice president. City 
National Bank and Trust Co.. Chicago, 
is chairman of the School's 
Managers. 
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Where Corporate Dollar Goes 


Although 1951 was a boom year for 
Industry it is common knowledge that 
the silent partner, Uncle Sam, took the 
lion’s share of the profits: about 67% 
of the 1951 net income of 100 of the 
largest United States industrial corpora- 
tions, according to a study in the Na- 
tional City Bank of New York’s Month- 
ly Letter for June. But where did the 
balance go after tax payments? A tabu- 
lar comparison of the 1949 and 1951 
ratios on a basis of cents per dollar 
of receipts follows: 





1951 1949 
Goods and sérvices purchased 
from others 53.6 59.0 
Wages, salaries and _ labor 
benefits Zo 606 28.3 
Reserves for depreciation and 
depletion 3.1 3.6 
Federal Income and _ excess 
profit taxes 8.6 4.2 
Other federal, state, local and 
foreign taxes 5.3 22 
Total Cost of Operations — 93.1 92.1 
Net Income 6.9 7.9 
Preferred and common divi- 
dends 3.6 3.9 
Reinvested in the business 3.3 4.0 


The tax bills jumped from an average 
of 6.4 cents per dollar in 1949 to 13.9 
cents in 1951—an increase of 117%. 
These taxes were about two thirds of 
total payrolls and nearly four times divi- 
dends paid to the owners of the busi- 
ness. The table also shows declines in 
the percentage of receipts made avail- 
able for depreciation reserves, dividends. 
and the amount retained in the business. 
Compared to taxes. these latter amounts 
are small and disproportionate. 

After raw materials. the largest cost 
items in industry (other than taxes) 
are wages and salaries. The equity own- 
ers share for his contribution of risk 
capital (including amounts reinvested in 
the corporation) comes at the end of 
the profit pipe line. already heavily 
tapped by those having prior claims. 

The task of earning enough money 
to replace, at present day costs, obso- 
lescing plants and equipment has _be- 
come a number one problem for indus- 
try. Many have had to borrow for this 
purpose. The amounts set aside last year 
for new machinery and tools which, in 
turn. bring increased production and 
create new jobs were inadequate, es- 
pecially because amortization and depre- 
ciation allowances are based on original 
costs. 

The myth that industry is owned by a 
privileged few is being gradually dis- 
pelled. The Brookings Institution study 
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(see July T&E p. 498) shows nearly 6,- 
500,000 shareholders in the U. S., about 
76% of whom have incomes of less 
than $10,000, and 4% with less than 
$2,000. In 53 of the 100 largest manu- 
facturing companies included in the Na- 
tional City Bank survey, the sharehold- 
ers outnumbered the workers. The aver- 
age capital investment per worker was 
$14,000. 

There are encouraging signs of an in- 
creased awareness on the part of work- 
ers of their interdependence and com- 
munity of interest with the owners, and 
of the fact that they cannot prosper if 
industry declines. This should tend to 
close the gap of misunderstanding. in 
many people’s minds, between capital 
and labor, and to bring more support 
for the interests of the shareholder as 
such. 


A A A 


Jackson Heads West Virginia 
Trust Division 


At its first special separate meeting. 
the Trust Division of the West Virginia 
Bankers Association last month elected 
as its president W. W. Jackson, trust 
officer of the Parkersburg National 
Bank. The other officers chosen are: 
first vice president, G. H. Lawhead, vice 
president and trust officer of Flat Top 
National Bank of Bluefield: second vice 
president, J. Bernard Derwacter, vice 
president and assistant trust officer, First 
Huntington National Bank; third vice 
president, Arthur G. Yates, cashier and 
trust First National Bank of 
Grafton; secretary-treasurer, J. G. Tim- 
berlake, trust officer, Union National 
Bank of Clarksburg. 


Prior to the elections. some 30 mem- 


officer. 


bers discussed plans for development 
of the Trust Division. Principal speaker 
at the meeting, presided over by retir- 
ing president T. Judy, assistant secre- 
tary. Kanawha Banking & Trust Co.. 
Charleston. was Charleston attorney 
Charles C. Wise, who spoke on state 
inheritance taxes. 


Toronto Common Trust Funds 
in Preparation 


News that The Crown Trust Co. in 
Toronto hopes to put into operation a 
Common Trust Fund by October first. 
and that other large Toronto institutions 
are planning similar funds, demon- 
strates that the trustmen of that area 
intend to take advantage of legislation 
passed in Ontario earlier this year. The | 
law provides that such a common fund 
must have minimum assets of $200,000 
and that no individual trust’s participa- 
tion may exceed $50.000 or 10° of 
the value of the fund. 

The Trust Companies Association of 
Ontario worked on the Common Trust 
Fund project for four years prior to 
enactment of the present law, and since 
that time has prepared and published a 
brochure for its member companies to 
give to potential participants. The 
pamphlet explains in layman’s language 
the purpose of the common fund and 
its method of operation, and points out 
that “more than half of all estates and 
trusts are under $25,000.” The differ- 
ence between “restricted” and “discre- 
tionary” funds is made clear, and the 
conditions under which an account is 
eligible for participation are stated. 

Formerly. common trust funds were 
not permissible in Canada except where 
participation was limited to $3,000. 
Trust companies in Ontario which put 
funds into operation, however, will now 
be functioning in a manner closely akin 
to those in the United States. 

A AA 
Maryland Trust Earnings Up 


Gross earnings of trust departments 
in Maryland state banks and trust com- 
panies reached a total of $3,202,014 in 
1951. according to the recent annual 
report of the State Bank Commissioner. 
This represents a gain of approximately 
six per cent over 1950. The trust de- 
partment figure is slightly over ten per 
cent of total bank earnings. including 
those institutions without trust business. 

A A A 
Pittock Heads Oregon 
Trustmen 


The new officers of the Trust Com- 
panies Association of Oregon are presi- 
dent. Henry L. Pittock, trust officer of 
Portland Trust Bank: vice president, 
Raymond J. Toomey, assistant trust offi- 
cer of Bank of California, N.A.; secre- 
tary-treasurer, L. S. Severance, assistant 
trust officer, United States National Bank 
of Portland. C. L. Minahan. trust officer 
of the latter bank, is the retiring presi- 
dent. 
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A FEE ON NON-PROBATE ASSETS 


NEW LAW RECOGNIZES EXECUTOR’S EXTRA TAX BURDEN 


HILE MANY STATES HAVE PASSED 

legislation, which enables a 
court, in its discretion, to allow a fidu- 
ciary reasonable compensation for ex- 
traordinary services, few have gone so 
far as has the State of New Jersey in 
recently permitting a court to grant 
compensation for services rendered with 
reference to property not part of the 
probate estate. This is a distinct step 
forward, and one which trustmen in 
other jurisdictions may find it worth 
their while to study. 

The main difficulty in securing this 
type of legislation is that members of 
state Legislatures think naturally in 
terms of their own state laws. These 
usually provide executors with com- 
pensation based on those assets only 
which pass through the hands of the 
executors. No compensation is paid on 
the other assets passing directly to bene- 
ficiaries, but which require considerable 
time of the executors due to provisions 
of the Federal tax laws. This lack of 
compensation was all very well back in 
the twenties, when Federal taxation was 
negligible. Today, however, executors 
must, in all cases where the decedent 
had total assets of more than $60,000, 
settle two estates; one, the probate es- 
tate, the other, the Federal tax estate, 
for which they receive no compensa- 
tion. 

Typical Case 

For example: John Doe dies leaving 
securities worth $50,000, a home worth 
$25,000, which is held in joint names 
with his wife, Mary, and $100,000 life 
insurance in several policies all of which 
are payable to Mary. In New Jersey, 
insurance to a named beneficiary, not 
the executor or the estate, is tax free 
as is the jointly held real estate. In the 
estate of John Doe, the New Jersey 
transfer inheritance tax is predicated 
upon a $50,000 gross estate less deduc- 
tible items and a nominal exemption. 
while the Federal estate tax is based 
upon a gross estate of $175,000 less de- 
ductible items and $60,000 exemption. 
Compensation for the work involved in 
these two tax estates is what New Jer- 
sey s most recent fiduciary statute aims 
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Mr. Knox, who is 
trust officer of First 
Camden National 
Bank & Trust Co., 
is chairman of the 
Trust Committee of 
the New Jersey 
Bankers Association, 
and as such was ac- 
tively interested in 
the passage of the new law which he 
analyzes in the accompanying article. 








to secure if, in the judgment of the 


court. the executor. administrator, or 
trustee is entitled to such additional 
compensation. 


What responsibility and work do the 
items included in the two in- 
volve? Since John Doe’s home is in 
joint names it belongs, under New 
Jersey law, to the survivor and being 
real estate it is outside of the probate 
estate and not subject to tax. Under the 
Federal estate tax law, however. it is 
necessary to determine whose money 
purchased the house. If John’s money 
purchased the house, it is subject to the 
Federal death tax. If the wife bought 
the house or contributed toward the 
purchase, then to the extent that her 
money was used it is tax free. In such 
case, she must sign an affidavit stating 
the facts and the source of the money, 
with proof, if required, to substantiate 
the statements made. All this involves 
time consuming study and conferences 
with the widow and her attorney, but as 
it has to do with assets outside the pro- 
bate estate the executor receives no com- 
pensation for it. 

The life insurance proceeds, though 
not taxable under New Jersey law, are 
taxed under the Federal. and forms 
and data are required in order to com- 
plete the Federal estate tax return. In 
John Doe’s case, however. there is an 
added complication. The premiums on 
some of the policies had been paid by 
Mary, so those policies had been hers 
for years. Was the premium money 


estates 


really hers or did it come to her directly 
or indirectly from her husband? Had 
she owned these policies from the time 
they were first taken or had they been 
transferred to her after they had a cash 


surrender value, and if so. had they 
been reported as a gift from John, and 
a gift tax paid if due? 

In addition, the policies must be 
analyzed from the marital deduction 
point of view and closely related to this, 
a decision must be made as to the best 
disposition of the policies; which should 
be surrendered for cash, which retained, 
and which option should be selected. 
With a knowledge of all the assets and 
liabilities in the estate, and of the wi- 
dow’s financial needs. the executor is 
naturally looked to by her for advice 
along these lines. The answers can be 
given only after careful study and due 
consideration of the place of each policy 
in the widow’s overall financial picture. 

Here again for time and effort ex- 
pended outside the probate estate the 
executor receives no compensation, ex- 
cept through some such law as New 
Jersey has just passed. Whether the 
court will decide that all of this work 
falls within the scope of the new law, 
remains to be determined through judi- 
cial decision. 

Who pays for this type of service if 
the court believes that it is deserving 
of additional compensation? In New 
Jersey. the beneficiary for whom the 
work was done can be billed direct or 
the fee can be taken out of his distribu- 
tive share. But if through some circum: 
stances the beneficiary cannot be made 
to pay and the fee cannot be collected 
out of the distributive then it 
may be taken out of the estate. 


share. 


Comparison of Laws 


A study of the state laws with refer- 
ence to compensation for executors and 
administrators reveals remarkably how 
general, almost casual, are most of them. 


In over half the states no reference is 
made to extra compensation for extraor-| 


dinary services. In those that do allow 
additional fees. many indicate that the 


compensation shall be within the frame: | 


work of the maximum fees allowed by 
law. A few indicate the kind of service 
for which additional fees may be allow-| 
ed: such as, contested or litigated claims! 
against the estate, litigation in regard| 
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to the property of the estate, the value 
of real estate held during administra- 
tion. and the carrying on of the dece- 
dent’s business pursuant to an order of 
court. 

The New Jersey statute, however, does 
not follow in the category of extra 
allowances for extraordinary services in 
the management of the probate estate, 
but it covers those services rendered 
outside the probate estate. Several states 
refer to the payment of taxes as being 
one of the duties of an executor that 
might be sufficiently burdensome to fall 
into the category of extraordinary ser- 
vices. But in no state, except Kentucky 
and now New Jersey under this new 
law. is there recognition of the exist- 
ence of two taxable estates, one within 
and one without the framework of the 
probate estate, both of which require 
effort by the executor. 

In Kentucky, the court may allow 
such additional compensation as would 
be fair and reasonable if the additional 
services were: (a) unusual and extra- 
ordinary and not normally incident to 
the administration of the decedent’s es- 
tate: or (b) performed in connection 
with real estate or with estate and in- 
heritance taxes claimed against prop- 
erty that is not a part of the decedent’s 
estate. but included in the decedent's 
estate for the purpose of asserting such 
taxes.+ 

How much in line are the Kentucky 
and New Jersey statutes can be seen by 
the following, which is the complete 
text of the New Jersey law.* It is so 
brief that | am quoting it in full, with 
the hope that it may prove helpful to 
other trustmen in acquiring a new source 
of additional revenue for work which. 
hitherto, has been unproductive. 

As used in this act, (a) “fiduciary” means 
executor, administrator with the will annexed, 
substituted administrator with the will an- 
nexed, administrator, substituted administra- 
tor, or trustee or substituted trustee under a 
will of a decedent: (b) “property” means any 
property, real or personal, tangible or intan- 
gible, or any interest or estate therein, which 
does not come into the hands of a fiduciary 
as part of a decedent's estate, and which, by 
operation of law or otherwise, has been re- 
ceived or is receivable by any one other than 
the fiduciary, and which a taxing authority 
attempts to tax or does tax, as a decedent's 
taxable estate, or as part of a decedent’s tax- 
able estate, for the purposes of Federal estate 
tax, New Jersey estate tax, other State or 
foreign estate taxes, or New Jersey or other 
State or foreign transfer, inheritance, legacy, 
or succession taxes. 

The court having jurisdiction of the settle- 
ment and allowance of a fiduciary’s accounts, 


7See Commerce Clearing House State Laws, 
{ 8800.10. 
*Ch. 331, effective June 18, 1952. 
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in addition to such compensation as may 
otherwise be allowable, may allow reasonable 
compensation to the fiduciary for services 
required by law to be rendered by the fiduci- 
ary in connection with or arising out of any 
property as defined in section one, including, 
but not by way of limitation, services rendered 
in connection with apportionment of any 
taxes specified in section one between a de- 
cedent’s estate and the recipient of such prop- 
erty, or between the decedent’s estate and 
such property, and in collecting or attempt- 
ing to collect, such apportionment of such 
taxes applicable to such property. Such rea- 
sonable notice as the court may prescribe, of 
application for the fiduciary’s additional com- 
pensation shall be given to the recipient of 
such property. Such additional  fiduciary’s 





compensation as may be allowed shall be 
payable by the recipient of such property 
if such recipient is within the jurisdiction of 
the court, or if the recipient is not within 
the jurisdiction of the court, shall be payable 
out of such property, if such property is 
within the jurisdiction of the court. If the 
recipient of such property is not within the 
jurisdiction of the court and if such prop- 
erty is not within the jurisdiction of the 
court, or if the fiduciary does not succeed in 
collecting such additional fiduciary’s com- 
pensation from the recipient of such property 
or out of such property, the court may order 
such fiduciary’s additional compensation to 
be paid out of the corpus of the decedent’s 
estate which comes into the hands of the 
fiduciary. 


UNEQUALLED 
EXPERIENCE 


in the administration 








No other Illinois firm has had experi- 
ence in Land Trusts equal to Chicago 
Title and Trust Company. The Illinois 
form of Land Trust was originated by 
us more than 60 years ago, and we 
have been actively developing it ever 
since. 


Whether you use a Land Trust to avoid 
the need for ancillary probate in IIli- 
nois ... or otherwise to serve the real 
estate interests of Corporations, 
estates, or individual customers... 
you will find that our unusual back- 
ground and experience qualify us to 
meet and solve difficult problems 
which so often arise. 


CHICAGO TITLE ann TRUST 
COMPANY 


111 W. Washington Street + Chicago 2, Illinois 
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New England Mutual Life Insurance Company, Boston, Mass. 


—— THE LIFE UNDERWRITER is 
gradually achieving public accept- 
ance as a trained expert in estate analy- 
sis, he is often inclined to overlook 
the need for the careful and intelligent 
planning of his own estate. Our Com- 
pany has taken a vital interest in this 
project, first because of a traditional 
concern over the welfare of its field 
men, and second because it can more 
effectively perform its function of pay- 
ing terminal equities to survivors if a 
forehanded planning job has been ac- 
complished. To the end that the most 
effective plans consistent with reason- 
able tax liability may be adopted, | 
will outline briefly the tax aspects of 
the life underwriter’s personal estate. 
The primary asset of the average 
agent is his right to receive renewal 
commissions, and he is often tempted 
to make a gratuitous assignment of this 
interest. We have tended to discourage 
this practice, on the theory that it af- 
fords no special advantage. If an as- 
signment is designed to take effect at 
death, it is testamentary and void un- 
less executed with the formalities re- 
quired by law for a will. If, however, 
the interest assigned is absolute and the 
transfer takes effect immediately, even 
then there is no income tax advantage, 
as the United States Supreme Court has 
ruled that the assigned commissions 
must still be included in the agent’s 
personal return during his lifetime.’ 


Moreover, the practical difficulties of 
having the wife or other assignee re- 
ceive commission payments during the 
lifetime of the agent, as well as the 
hazard that she will predecease him, out- 
weigh any advantage to be gained from 
a present gift assignment. There is also 
the possibility that the taxing authori- 
ties may establish that such a transfer 
~ Based on address before 25th Anniversary Mil- 
lion Dollar Round Table meeting at Bretton Woods, 


N. H., June 15, 1952. 
1Helvering v. Eubank, 311 U.S. 122 (1940). 
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was made in contemplation of death 
and that it is therefore includible in the 
gross estate.” There is the burden of re- 
porting the gift and placing a valuation 
on the renewal account for gift tax pur- 
poses. Finally, it must be remembered 
that if the agent dies during the renewal 
period, his wife will be obliged to in- 
clude the remaining commissions in her 
income tax return without any deduc- 
tion from net income for estate taxes 
paid.* 

If the assignment made during the 
lifetime of the agent is for a valuable 
consideration, there is still a possibility 
of gift tax liability for the value of the 
interest assigned in excess of the con- 
sideration paid,* and the renewal com- 
missions would also be taxable as ordi- 
nary income to the assignee.” 


Retirement of Agent 


Every life underwriter is necessarily 
concerned with the problem of provid- 
ing a comfortable livelihood in the 
years in which his productivity has de- 
clined because of sickness or retirement. 
There are four possible methods where- 
by he may accomplish this end. The 
first is to take advantage of the benefits 
of the 1950 Amendments to the Social 
Security Act, either by qualifying as a 
full-time life insurance salesman® or as 
self-employed.’ Secondly, he can in- 
clude retirement income in his individ- 
ual insurance program. 

A third source of comfort will be the 
pension plans available to the full-time 
agents of a majority of life insurance 
companies today. It was only last year 
that the Code was amended to include 
as eligible “employees” full-time life 


27. R. C., Sec. 811(c). 

3], R. C., Sec. 126(c). 

4*Prentice-Hall, 1952 Federal Tax Service, Vol. 3, 
Par. 26,223; Reg. 108, Sec. 86.8. 

5Prentice-Hall, 1952 Federal Tax Service, Vol. 1, 
Par. 8691. 

*J. R. C., Sec. 1426(d) (3) (B). 

7I. R. C., Sec. 480. 


insurance salesmen who qualify for So- 
cial Security.* There is some doubt as 
to whether this can be expanded to in- 
clude General Agents, but in any case 
no plan should be devised without due 
regard to the specifications set forth in 
the Code. 

In one case where an agent’s retire- 
ment plan was reviewed by the Bureau 
of Internal Revenue the 
agent acquired a nonforfeitable right to 
an annuity at retirement, the Commis- 
sioner ruled that the value of such an- 
nuity must be included in the agent’s 


and where 


gross income in the year of his retire- 
ment on the that 
structively received by him as additional 


theory this is con- 
compensation, This ruling concerned a 
plan which did not meet 


ments of Section 165. 


Spread of Renewal Commissions 


The fourth method whereby the re- 
tirement status of the life underwriter 
may 
spread his renewal commissions over a 
longer period than is specified in his 
basic contract with the company. If this 
relates to business written after the elec- 
tion is made, then the commissions will 
be taxable as income in the years re- 
ceived. Where the 
books at the time of election, however, 
the tax consequences are more doubtful, 
although considerable clarification has 
resulted from a recent case of Oates v. 


business is on the 


Comm.® 

The holding of this case is that a 
General Agent may elect at any time 
before retirement to spread his renewals 


over a longer term than was provided) 


in his original contract, and still pay an 


income tax only on the reduced amounts} 


as actually received under the new elec: 


tion. The contention of the Bureau that 


‘I. R. C., Sec. 3797 (a) (20). 
"18 T. C. —, No. 69 (C.C.H. Tax Court Reporter, 


Current Regular Decision, p. 2708, Dec. 19049, ss 


20, 1952). 
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the taxpayer had “constructively _re- 
ceived” the commissions to which he 
would have been entitled if no election 
had been made was rejected by the Tax 
Court. 

The merits of such a plan are obvious, 
although the Bureau may not accept the 
determination of the Tax Court, and it 
may be advisable to await the affirmance 
of this decision by the Circuit Court 
before sweeping revisions are made in 
existing contracts. 


Disposition of Renewals after Death 


When death comes to the life under- 
writer, he will never achieve the ulti- 
mate finished product which he desires 
and which his dependents deserve with- 
out (1) a lawyer and (2) a will. It is 
important that a lawyer be selected who 
is a competent draftsman, is alert to 
modern economic problems and is well 
versed in local laws and requirements. 

Unless the life underwriter has some 
special reason for desiring some person 
other than himself to receive his com- 
missions during his lifetime, he will 
avoid trouble by following the conven- 
tional legal mechanism of a will as op- 
posed to an inter vivos assignment. If 
he refuses to make a will, then the state 
will make one for him. and no one will 
argue that the state is in a better posi- 
tion than the owner to determine the 
disposition of property. 

Some companies permit the designa- 
tion of a named beneficiary to receive 
renewals accruing after the death of the 
agent. Their officers tell us that it has 
proved successful and convenient. Never- 
theless, it has failed to lure me away 
from the that the 
most efficient and satisfactory medium 


old-fashioned view 
of disposing of property rights at death 
is a will, and I am unable to see that 
much is gained by the device of nam- 
ing a beneficiary in the commission con- 
tract. except possibly a saving of pro- 
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Copyright 1952 Cartoons-of-the-Month 





Aucust 1952 


bate expenses and executor’s fees. If 
the commission contract provides that 
the renewals pass to the estate, then 
the agent can control their disposition 
in his will. 

The value of the terminal interest 
would still be treated as part of the 
agent’s gross estate for Federal Estate 
and Inheritance tax purposes, so that no 
tax advantage would accrue. While it 
has been established that the Statute of 
Wills is not applicable to a life insur- 
ance policy, | know of no decision ex- 
tending this exemption to a commission 
contract. It is conceivable. of course, 
that the beneficiary might be able to 
enforce a claim to the renewals in those 
jurisdictions which allow a third party 
to recover under a contract made by 
others for his benefit, but this exception 
to the law governing testamentary dis- 
positions is not sufficiently universal for 
lawyers to rely upon it. This type of 
transfer is still subject to the same in- 
herent defect as the assignment taking 
effect at death, namely it is testamentary 
and may be held invalid as failing to 
conform to the requirements of wills.!° 
All interested parties other than the 
named beneficiary, such as creditors, 
other heirs and legatees, would have a 
selfish interest in claiming that the dis- 
position is invalid, and the estate of the 
agent would always be exposed to the 
hazard of a contest. 

These considerations only serve to 
strengthen my conviction that the life 
insurance agent should construct the 
planning of his estate on the foundation 
of a good will. 


The Will of the Agent 


I doubt if any two agents have ex- 
actly the same status as 
family and philosophy of life, and for 
this reason it is unwise, and even dang- 


to assets. 


erous, to devise a form which may be 
adapted to a particular case. Different 
ways of drafting the will may produce 
varying tax consequences for the partic- 
ular estate. To become familiar with 
the questions involved in the disposition 
of renewal commissions, I suggest two 
excellent articles in the C.L.U. Journal." 

The agent who wants to bequeath his 
terminal renewals to his wife will natur- 
ally wish to take advantage of that 
phenomenon of our modern economy 
known as the Marital Deduction, pro- 
vided he is fortunate enough to have 


'oSee J. Verser Conner, “Insurance Practices 
Which Touch upon Testamentary Disposition,’’ IX 
A.L.LC. Proceedings, 769, 775 (1948). 

‘Blumberg, ‘Taxation of Renewal Commissions,” 
C.L.U. Journal (March 1950); Booth, “Notes on 
the Will of a Life Insurance Agent,” (June 1951). 
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an estate in excess of $60,000, including 
the value of his commission interest. 
When the Marital Deduction was first 
contrived in 1948, I urged some of our 
agents to use their terminal renewals 
to exhaust the Marital Deduction and 
then adapt the highly advantageous 
settlement provisions of their personal 
life insurance to care for their children 
or other beneficiaries. Obviously, the 
wisdom of such a course depends upon 
diverse factors, such as the age, health 
and financial status of the beneficiaries, 
and the amount and kind of property 
which the agent may own exclusive of 
life insurance and commission equities. 
Since giving this advice, however, I 
have become aware of another pitfall 
which may induce some life under- 
writers to give rather thoughtful con- 
sideration to the idea of applying the 
Marital Deduction to their commission 
interest. 


If the agent bequeaths his renewals 
to his wife outright and if she sur- 
vives him but later dies within the re- 
newal period, then the fair market value 
of the renewal account may possibly be 
subject to taxation as ordinary income 
in her final return. At least, this was 
the accepted interpretation of Section 
126(a)(2) until very recently.’* The 
life underwriter who had given serious 
thought to this hazard was fearful lest 
it would create a situation where his 
surviving wife’s executor might be 
forced to sell the renewal account in 
order to meet this tax obligation. This 
fear was alleviated in some degree by 
a letter ruling from Deputy Commis- 
sioner E. I. McLarney to Mr. Harry M. 
Zekind that “Income tax does not ac- 
crue on the fair market value of the 
remainder of the renewal account trans- 
mitted by reason of death.” The publi- 
cation of this ruling in April 1952'* 
naturally attracted the attention of life 
insurance agents and their attorneys. 


In answer to letters asking for clari- 
fication. Deputy Commissioner McLar- 
ney has written further opinions indi- 
cating that the Regulations are incon- 
sistent with the provisions of the Code 
providing for the taxing of income to 
the person who actually receives it, and 
that there is under active consideration 
an amendment to the Regulations so 
that Section 126(a)(2) will be con- 


12Blumberg, op. cit., fn. 11, p. 114. 
18Prentice-Hall, 1952 Federal Tax Service, Vol. 4, 
Par. 76,213. 


i4Letter dated May 6, 1952, ‘““Current Comment,” 


Insurance Research and Review, June 1952; letter 
dated May 23, 1952 to Mr. Henry Blumberg; letter 
dated June 6, 1952 to Mr. Philip J. Erbacher, Pren- 
tice-Hall, Par. 76,293. 
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sidered not applicable to transfers at 
death and that the income so _trans- 
ferred will be taxed to the ultimate 
recipient alone.'* 


Testamentary Trust? 


In view of the current attitude of the 
Bureau, it is possible that the life under- 
writer will not be compelled to place his 
renewals in a testamentary trust in order 
to avoid the tax consequences above de- 
scribed, but it is my belief that such 
a trust would be advisable for the 
owner of a large renewal account in 
any event, for if he has minor children 
he has a responsibility to select some 
reliable person or bank to receive and 
administer for their benefit funds that 
may be payable to them in the event 
they should be deprived of both par- 
ents. For the same reason, a testamen- 
tary guardian should be appointed, and 
in most states the trustee and the guar- 
dian will automatically qualify when 
the will is allowed. 


There are, however. two alternatives 
to the testamentary trust which should 
be reviewed here. The first would be a 
bequest of the commissions to the agent’s 
widow to be received by her so long 
as she lives, with a further provision 
that commissions accruing after her 
death be paid to the children. If the 
widow’s interest is restricted to com- 
missions actually due and payable dur- 
ing her lifetime and she is given no 
power to anticipate. commute or dis- 
pose of the interest until after her 
death, there would be no danger of an 
income tax on the value of the account 
at her death even under present Regu- 
lations, but there would also be no 
Marital Deduction, because she has re- 
ceived a “terminable interest.”!® 

This difficulty might be avoided by 
an absolute bequest of the interest to 
which the agent is entitled under his 
contract with the company to his wife 
and her estate. Under this arrangement, 
when the date arrives to the 
agent's estate and distribute his assets, 
his executor would make an absolute 
assignment of all rights under the com- 
mission contract to the widow as lega- 
tee. Thus she becomes the absolute and 
unconditional owner of the interest, and 
the fact that the payments will cease 
the of the renewal 
does not my opinion make 
this a “terminable interest.” This alter- 
native, however, would not overcome 
the income tax difficulty precipitated 
by the current Regulations. 


close 


upon expiration 


period in 


ST, R. C., Sec. 812(e) (1) (B). 


For those who have decided in favor 
of the testamentary trust and still wish 
to retain the benefits of the Marita 
Deduction, the trust must confer upon 
the wife the right to appoint the entire 
corpus free of the trust, which may 
be exercised in her favor or that of 
her estate. If she exercises this power, 
then the income tax difficulty may again 
arise. There is, however, no law against 
urging her not to exercise this power, 
nor against praying that she won't. If 
she does not, then Section 126(a) (2) 
should not apply to impose an income 
tax on the account at her death. be- 
cause the renewals then remaining will 
not be transferred by her. but will pass 
under the life underwriter’s own will. 


The testamentary trust may provide 
for income to the widow so long as she 
lives, and then to the children either 
until they reach majority or perhaps 
until the end of the renewal payment 
The income payments could be 
spread so that the beneficiaries would 
receive a level amount rather than one 
dependent upon premium persistency. 
Although it is not essential that the trust 
be continued beyond the majority of 
the children, in most cases this course 


period. 


would appear advisable. In the alterna- 
tive. the trust could provide that upon 
the death of the wife the trustee may 
assign the interest to other beneficiaries 
of the agent’s own choosing, at which 
point such beneficiaries would receive 
the balance of commission payments di- 
rectly from the company. 


The wife may be named as co-trustee, 
if desired, although this should prob- 
ably depend on whether she has an 
understanding of business and finance. 
Since in all probability the trust would 
continue after her death, the other trus- 
tee should either be a bank or a trusted 
adviser. 


The terms of the trust should be speci- 
fic as to the treatment of terminal com- 


missions. If they are to be regarded 
as income, they will be distributed by 


the trustee as and when received, and 
there will be no trust corpus remaining 
at the end of the renewal period. If the 
renewals are treated as principal. the 
amount will be invested by 
the trustee and the beneficiary will re- 
ceive only the income on the funds so 
In this situation the benefici- 
ary would be taxed only on the income 


received 


invested. 


received, although the trustee would 
probably be required to include the 
amounts received from the insurance 


company in the trustee’s own fiduciary! 
income tax return. It is more than, 





TRUSTS AND ESTATES) 


F 
; 


| 












sk 
pe 
m 
ac 
of 
in 
up 
ac 
va 
ful 
the 
ace 
tru 
pre 
am 
wo 


- 


ma 
anc 


esti < 
inte 
sy 


a 
mo! 
earl 
mos 
ce iV 
the 
valu 
inste 
opti 
T 
sista 
insti 
adva 
com 
prov 
lapse 
that 
riod. 


Pay 


Th 
from 
sume 
we al 
gover 


16K or 
fn. 11, 


“Este 
Hall Pg 


18], R 


Aucus 


ish 
tal 
on 
ire 


ay 
of 





ain 
nst 
er, 
If 
(2) 
me 
be- 
will 
ass 


ride 
she 
ther 
\aps 
1ent 
| be 
vuld 
one 
ncy. 
rust 
of 
urse 
rma- 
\pon 
may 
aries 
hich 
elve | 


s di- 


istee, 
yrob- 
; an| 
ance. 
rould 
trus- | 
usted 


pecl- 
com: 
irded 
d by 
and 
ining 
if the 
|. the 
d_ by 
ll re- 
ds so 
1eficl- 
come | 
would 
e the 
rance 
iciary 
than, 


TATES} 


likely that the testator will wish to di- 
rect some apportionment between in- 
come and principal and he may even de- 
cide to confer upon the trustee discre- 
tion to sell or pledge the commission 
equities.?® 


Valuation of Commission Interest 


Under the Code the renewal account 
should be assessed for estate tax pur- 
poses at the fair market value,'? but this 
may be difficult to ascertain where the 
account is not in fact A factor 
often used in making up the executor’s 
inventory is the commuted value placed 


sold. 


upon the account by the company in 
accordance with persistency tables, such 
value being further discounted into the 
future. Although experience has shown 
these actuarial tables to be surprisingly 
accurate, they do not always reflect a 
true market value. and the figure they 
produce is generally higher than the 
amount which the commission interest 
would bring in an imaginary market 
place. This figure should be used merely 
as a maximum for the bargaining which 
may take place between the executor 
and the Revenue Bureau. 

The the 
establish a fair value for the commission 
interest. Although he has an option to 
select one year from the date of death 
as the date for this valuation'® (which 
option must be elected within fifteen 
months from the agent’s death) the 
earlier date would seem preferable in 


burden is on executor to 


most cases because the commissions re- 
ceived in the year intervening between 
the death of the agent and the optional 
valuation date would be included in full, 
instead of being discounted. if the later 
optional date is elected. 

The executor might receive some. as- 
sistance from banks and other lending 
institutions which make a practice of 
advancing funds on security of renewal 
commissions and which obviously would 
provide a realistic appraisal based upon 
lapses. surrenders, and other hazards 
that may arise during the renewal pe- 
riod, 


Payment of Estate and Inheritance 
Taxes 


The tax bite which Uncle Sam takes 
from income and principal has as- 
sumed such gigantic proportions that 
we are often prone to forget that state 
governments also impose income and 


ee 


16For illustrative situations, see Booth, op. cit. 
fn. 11, p. 225-6. 


“Estate Tax Reg. 105, Sec. 81.10(h); Prentice- 
Hall Par. 23,305. 


18], R. C., Sec. 811(j). 
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inheritance taxes. It is surprising how 
little attention is paid by estate plan- 
ners to state inheritance taxes, although 
these may even diminish an estate too 
small to have any Federal tax problems. 
This is another justification for the 
services of an attorney conversant with 
local laws and estate practices. 


Taking for granted that there is no 
feasible way to avoid tax liability. it 
becomes important to provide cash for 
the payment of such taxes, so that other 
benefits may not be diverted into the 
tax till. The will may provide that cer- 
tain taxes be paid from the residue. 
This will serve to assure full payment 
of individual bequests, and may also be 
important to the agent who has pur- 
chased personal life insurance and does 
not wish this invaded for tax purposes. 


The estate tax will be payable not 
later than fifteen months after the death 
of the agent, at a time when only a 
small portion of the renewal commis- 
sions may be available to pay the tax.'® 
The same situation may exist with re- 
spect to life insurance proceeds payable 
in installments. Thus some liquid funds 
should be furnished to enable the ex- 
ecutor to meet these tax obligations. 
Obviously, the best method of accom- 
plishing this is to purchase further life 
insurance payable to the estate and then 
direct the executor to use the proceeds 
to pay taxes. 

For those who elect a 
joint and survivor option in their re- 
tirement plans, it should be remembered 


agents may 


that the commuted value of this benefit. 
the life 


will be taxed in the agent’s gross estate. 


based on wife's expectancy. 
even though he retains no reversionary 
interest in that portion of the pension 
his wife.*° This feature 
should not be overlooked in estimating 


payable to 


the amount of tax to which the agent's 
estate will be subjected. 


As those who have prepared estate 
plans for clients know, every project 
must be custom-made to suit the indi- 
vidual’s needs. After sharpening his wits 
on his own personal affairs, the under- 
writer should be even better equipped 
to help these clients. | can only remind 
him, as he has often reminded a hesi- 
tant prospect, that it is later than he 
thinks, and although it may be many 
years before the need for the plan arises, 
the peace of mind in knowing that a 
sound plan is ready will itself postpone 
the inevitable day. 


J, R. C., Sec. 822(a) (1). 
*°See Comm. v. Estate of Twogood, 194 F. (2d) 
627 (C.A. 2, 1952), and cases cited therein. 
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PLASTICS GROWTH OUTLOOK 
FAVORABLE 


Total plastic production during the 
period from 195] 
panded by over 2500 to more than 


1935 through eXx- 
2.5 billion pounds according to LU, S. 
Tariff Commission figures. This phe- 
nomenal record still finds the industry 
looking forward with confidence and 
some trade sources predict that the year 
1955 will see output at well over 4 bil- 
lion pounds. 


In the earliest days. cellulose type 
plastics were prominent but their im- 
portance has waned with the develop- 
ment of new formulas designed for a 
wider range of use. The phenolics, in- 
cluding the widely known “Bakelite.” 
have continued in demand because of 
their versatility and have resisted newer 
types such as the urea-melamines, vinyls, 
and sfyrenes, as shown by the follow- 
ing table: 

PLastics PRopuction 


(Millions of Pounds) 


: = = = = = 

— ~ “ ba — “2 
1939 66.7 76.5 16.6 (a) (a) 
1949 257.4 206.0 147.4 296.6 211.5 
1950 413.5 287.0 208.7 425.3 311.9 
195] 163.6 439.7 228.0 463.1 375.1 


(a) Not available. 


The urea-melamines find wide use for 
table ware and laminated products, 
while the vinyls, manufactured in sheet 
form, make window drapes, shower cur- 
tains, table cloths and other domestic 
articles. The styrenes are in sharply in- 
creased demand for both household and 
commercial purposes and the use of 
alkyds is growing rapidly in the coat- 
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ings industry. Replacement of many nat- 
ural products such as leather, metal and 
wood is believed to assure a continuing 
upward demand curve for these wonder 
materials, 


The first 1952 quarter showed a 50% 
gain in production of vinyls and sty- 
renes over the previous year. While 
other industry divisions were less active. 
total 1952 output should still report an 
increase. 

MICHAEL S. THOMAS. 
R. W. Pressprich & Co. 


NEW YORK CITY’S FISCAL PROBLEMS 


In the New York Times of July 12th. 
it was reported that the Board of Trans- 
portation had authorized, subject to ap- 
proval of the Board of Estimate. eight 
subway construction projects with a 
total estimated cost of nearly $446 mil- 
lion. the most important being the Sec- 
ond Avenue project. scheduled for com- 
pletion in 1958. The latest City tax roll 
showed assessed valuations of over 
$18.7 billion, believed to be 100‘: of 
full values. against which there was on 
June 31. 1951 a gross debt of $3.2 bil- 
lion, and a net debt of $1.8 billion. More 
than half of this heavy net debt is at- 
tributed to the taking over of the trans- 
portation systems by issue of general 
obligation bonds totalling almost $9560 
million. 


If the City were to issue $445.650,000 
of bonds now. which have been author- 
ized outside the 10‘¢ debt limit, the net 
debt would jump to 12‘¢ of assessed 
values. This is not the full story. Not 
only must the City provide for transit 
debt service out of the City General 
Fund but for the transit operating deficit 
incurred before such debt service. The 
deficit would presumably be even great- 
lines and 
completed and if the properties were 
properly maintained and depreciated. 


er were the new extensions 


Investors might take also into ac- 
count the City’s tax collections—collec- 
tions as a percentage of the original 
levies as distinguished from the levies 
after abatements, etc.: which have re- 
mained around 94% since 1944-5. 


Issuing school bonds and_ transit 


bonds outside the debt limit, the City 
is desperately seeking new sources of 
property 


revenue. Ad valorem taxes 








have been increased the limit and stop 
gap measures have been adopted. 


Considering the vulnerability of the 
transit system, the sales tax and prop- 
erty taxes to a business recession, now 
generally expected to begin in 1953, 
and considering also the fact that the 
City guarantees millions of housing 
bonds which could cease to be self-sup- 
porting in a recession, we regard the 
current subways plan of New York City 
a most unfavorable development for in- 
vestors. 

With the City’s debt, less sinking 
funds and self-supporting debt, shortly 
to exceed 10‘% of assessed valuations. 
its direct and guaranteed obligations 
will be dropped from many institutional 
approved lists. 


Ira Haupt & Co., New York 


“PARADOX” OF THE MARKET 


To the uninitiated. the sight of the 
stock market advancing to a new high 
in the face of the nation-wide steel strike 
was perhaps perplexing. The action of 
the steels. however. in holding firm and 
later moving forward with the general 
market merely confirms the old Street 
adage of never to sell on strike news. 
The effects of the strike, as well as the 
terms of settlement, are inflationary as 
it has created an economy of scarcity 
which will have to be met at higher 
prices. 

Because the steel supply lines have 
been emptied by the strike, it will be 
some time before production can catch 
up with deferred and new demands and 
this assurance of near-capacity opera- 
tions is psychologically stimulating. 
Also. the period of drought has enabled 
many companies to clean out their in- 
ventories and pay down their borrow- 
ings. They are now in a position to take 
a fresh look at the situation. 


CON EDISON 
A recent rate decision of the State 
Public Service Commission, coupled 


with readjustment of certain deprecia- 
tion and surplus items, may well result 
in 1953 earnings of $3 plus per share 
for Consolidated Edison of New York, 
against estimated $2.50 for the current 
year. If so, in line with the company’s 
liberal dividend policies, an increase in 
the present $2 rate is likely in the opin- 
ion of a leading Street firm. 
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INSTITUTIONAL MARKET FOR 
EQUITIES 

For the old-timers, 
have been heard to say 
interest me unless it can jump six points 
in a day.” the present stock market must 
seem a very dull affair. Individuals will- 
ing to take large risks in the hope of 
large rewards are not in the market. The 
most consistent and persistent buying is 
coming from two young and vigorous 
investors—mutual funds and pension 
funds. The mutual funds are continuing 
to sell their shares in all sections of the 
country but are particularly active in 
California and New York. Old-timers 
may buy stocks directly, but many 
money-makers in the thirty to fifty age 
group, are buying stocks through mutual 
funds. Some of them apparently feel 
that the stock market is too high to 
match wits with the professionals. 


whom 
“a stock doesn’t 


some of 


While mutual funds are more active 
buyers now than pension funds, the 
latter were an important market factor 
in 1951. A current check around the 
Street leaves the impression that pension 
fund buying is much less than a year 
ago. In August of last year, 25 to 30% 
of investible pension funds were going 
into high grade equities. Today the fig- 
ure is running as low as 8-10‘ and 
some sizable pension funds are not buy- 
ing any stocks. 

As to personal trusts, trust officers in 
the big banks are not bearish but cauti- 
ous. They believe that business will be 
good for another year and expect it to 
be surprisingly good from now until 
election, but they do not like to reach 
for stocks at a time when a long bull 
market may be slowly drawing to a 
close. As trusts realize profits, capital! 
gains are set in reserve to await that 
long-expected reaction which conserva- 
tive opinion believes may take place 
between the Fall of 1952 and the Fall 
of 1953. Meanwhile many trust officers 
would not be surprised if the Dow-Jones 
industrial average climbed above 300. 
A reaction of seventy to eighty points 
in this average would shake the confi- 
dence of the non-professional but would 


564 


provide an opportunity for those man- 
agers to place their reserve buying 
power at work again. 


ADDING TO STREAM OF CAPITAL 


The demand for the best quality divi- 
dend-paying stocks has been augmented 
in recent years by mutual fund growth 
and pension fund requirements, as well 
as by legislation enabling savings banks, 
life insurance companies and _ trustees 
to make limited investments in common 
stocks. This concentration of demand 
has led some observers to complain that 
little was being done to stimulate the 
market for venture capital. As a result, 
they contended that the new issue mar- 
ket would be available only to well-es- 
tablished companies. 


were 
based upon an incomplete analysis of 
the capital markets, for while we have 
had a good market for high grade equi- 


These observations apparently 


ties during the past year, second grade 


issues have also done well and even 


over-the-counter dealers in small, specu- 
lative industrial 
money. When the holder of a high grade 


issues have made 
stock sells, he may often invest some 
of the proceeds in equities of lesser 
quality and, in rare instances, 
makes little 


where the addition is made to the stream 


in a spec- 
ulative issue. It difference 
of equity capital, on the first or second 
floor, or in the attic: part of the stream 
will inevitably seep through to other 
Whether the fresh funds have 
an “heirloom” or a “venture capital” 
label they help everyone engaged in 


floors. 


equity financing. 


Nor is the channeling of new funds 
into the capital markets confined to 
benefits for the equity side. Such funds 
may form a sound means of absorbing 
a portion of the long-term Treasury 
bonds which must be issued in the next 
two or three years, by assisting in re- 
funding some of the short-term holdings 
of commercial banks. Such financing 
would be as anti-inflationary as the sale 
of savings bonds to the general public 
and could be accomplished with much 


less selling cost to the Treasury. While 
present investment opportunities in cor- 
porate securities are much too attractive 
to pension trusts for them to invest in 
the situation can and 
probably will change when private de- 
mand for funds declines. 


Governments, 


EFFECTS OF TIGHTER MONEY 

The recent tight-money policy on the 
part of the Federal Board, 
which many observers believe is tempo- 
rary, has placed commercial banks in 
the position where they have little or 


Reserve 


no money to invest in bonds. While lack 
of bank investment has affected all sec- 
tions of the bond market it has been 
most acutely felt during the past month 
by dealers in Governments and muni- 
cipals. There have been days when the 
Federal list has sagged broadly and 
days when the municipal houses have 
sustained some substantial losses in in- 
ventory. At the end of the first week in 
August, there were signs that the worst 
was over and buyers were making in- 
roads on the supplies of older issues on 
dealers’ shelves. However, there is con- 
siderable inventory trimming to be done 
before the situation can be described as 
comfortable. 


Much of the recent buying of muni- 
cipals has come from individuals in 
high tax brackets and has, compared to 
institutional buying, been in small lots. 
Longer municipal maturities are being 
priced to atract institutional buyers such 
as insurance companies which can use 
bonds running from 1956 on. Savings 
banks have continued to remain out of 
the municipal market and trust officers 
are also on the sidelines except for espe- 
such as Ohio 


cially attractive issues 


Turnpike bonds. 

The ‘Treasury, apparently convinced 
that 
money 


is not the time to enter the 
for 
essential needs, decided not to call some 
$16.5 


Washington correspondents jumped to 


now 


market any but its most 


billion bonds on December 15. 
the conclusion that this decision meant 
that the 2% and 214% 
run to maturity. Wall Street bond men 


issues would 


do not go along with this view, believing 
the Treasury is merely waiting until! 
there is less competition from corpora: 
tions and municipalities. Some of the 
lower Manhattan experts predict that 
when the time is ripe an easy money] 
policy will be resumed. With the Treas- 
ury facing 1954-1955 maturities of some| 
$33 billion, unless reduced by _ prior! 
payment or refunding, such an attitude 
is not illogical. \ 


Trusts AND Estates} 





LI 
hel 
$2. 
wh 
bor 
for 
mil 
der 
Car 
mil 
a | 


Wo 
of | 


HO! 
E 


A 
195 
whi 
som 
by 1 

T 
one 
able 
in t 
hou 
in | 
year 
for 
in tl 
sour 
ciati 
muti 
amo 
been 
mor 
with 
fage 
even 


30 Th 
20 R 
15 U 
65 S 


UNIT’ 


SERIE 


SERIE: 
SERIE: 
SERIE: 
SERIE: 


*Mati 


a 


Aucu 





ile LIFE COMPANIES INVEST IN CANADA 


oT American life insurance companies SPECIAL OFFERINGS ON NEW YORK STOCK EXCHANGE 
ve held. as of June 30, 1952, more than JULY, 1952 
in $2.5 billion in foreign investments, of 
nd which about 95% was in Canadian Where a survey of the auction market’s ability to absorb 
le. bonds. Government bonds accounted a sizable block of stock reveals a limited demand, a special 
for $1.5 billion; corporates for $827 offering, after the market close, under rules devised to cover 


such procedures, is permitted. The seller pays both the reg- 
ular and a special commission to brokers who can find buyers. 
The buyer pays no commission. 


million, and mortgages for the remain- 
der. In 1939 the total investment in 


; Canadian governments was only $71 
the 








million: by the end of the war it topped ' ; Spec. 
rd, a billion. Life insurance holdings of July 28 pap F. W. Woolworth C arn ie Pai magn Oo 
re World Bank bonds have reached a total ©" “°°” + ee Seer ” . ae a & Curtis 
7 of $100 million. 
or 
ick | HOUSING STARTS EXCEED 
eC: EXPECTATIONS 
oem An outstanding surprise has been the 
nth 1952 demand for mortgage money, 
_ which gives evidence of exceeding by 
the some $2.-$2.5 billion the estimates made 
ind by the large trust companies in January. 
This increase comes on top of what 
.s one banker called “an almost unbeliev- 
‘rst, able expansion of residential housing” 
7 in the post war period. The number of 
on | housing starts in 1949, 1950. and again 
on. | in 1951 exceeded those of any previous 
one | Years on record. The continuing need 
las | for mortgage funds has forced revision 
in the investment plans of the principal 
sources: banks, savings and loan asso- 
unl | ciations, life insurance companies, and 
i" mutual savings banks. Substantial 
1 to} amounts of pension funds have also 
lots. | been placed in residential and other 
‘INE | mortgages and some large labor unions 
uch | with surplus funds are becoming mort- 
use | gage investors. A few corporations have 
oe" even financed homes for their employees. 
0 
cers 
ale GOVERNMENT 
: DOW-JONES AVERAGES 
jae MUNICIPAL + RAILROAD 
AuG.1 JuLy1 AuG.1 
oF . —— io PUBLIC UTILITY & INDUSTRIAL BONDS 
30 Industrials 279.80 275.46 259.89 
the | 20 Railroads 103.81 102.91 81.25 EQUIPMENT TRUST CERTIFICATES 
most | 15 Utilities 50.51 49.78 44.94 
ome | 65 Stocks 107.87 106.46 94.44 INVESTMENT STOCKS 
a : 
| 0 
eant | ; Knowledge, Experience, 
ould] UNITED STATES SAVINGS BONDS Facilities for Investors 
men JULY 1952 | 
ving Sales Redemptions ” 
until | 


(in millions of dollars) 
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Two New Mutuals Organized 


Following closely upon the offering 
of the three new open-end investment 
companies recently organized to special- 
ize in securities of Canadian industry, 
two additional mutual funds made their 
initial bows to the investing public this 
month. Washington Mutual Investors 
Fund is the first mutual in the United 
States to offer participation in a port- 
folio limited exclusively to common 
stocks eligible for investment of trust 
funds in a legal list jurisdiction. Selec- 
tion will be made primarily for income 
from the District of Columbia legal list, 
which was amended in 1939 to include 
common and preferred stocks in limited 
amounts. Broad investment and finan- 
cial specifications have been established 
by the U. S. District Court for the Dis- 
trict of Columbia and the approved list 
is periodically reviewed by Standard 
and Poor’s. 


The shares of the fund are being of- 
fered to meet the needs of individual in- 
vestors and fiduciary-type accounts not 
under the jurisdiction of the Court, but 
desiring a prudent common stock in- 
vestment. Since no provision has been 
made in the Court Rules with respect to 
inclusion of mutuals, the shares of the 
Washington Mutual itself, are not eligi- 
ble for strict trust investment. The com- 
pany is being sponsored by Johnston, 
Lemon and Co. who are also its selling 
agents. General policies are under the 
guidance of a group of Washington 
businessmen and the portfolio will be 
managed by Capital Research and Man- 
agement Co. who also supervise the in- 
vestments of The Investment Co. of 
America and two other investment com- 
panies with total assets in excess of $40 
million. 


The other newly organized mutual, 
Commonwealth Stock Fund of San Fran- 
cisco, will place emphasis primarily on 
equities of well-established seasoned 
companies which offer better than or- 
dinary possibilities for growth over a 
period of years. In contrast with the 
Washington Fund, there is likely to be 
some sacrifice of current income since 
“growth companies” characteristically 
plow back a relatively large segment of 
immediate earnings. Thus dividend re- 
turn will be moderated by the guiding 
objective of obtaining long-term capital 
appreciation. Sponsorship and manage- 
ment will be the same as Commonwealth 
Investment Company, a mutual diversi- 
fied between common stocks, preferreds 
and bonds, which was organized in 
1932 and currently has assets of over 


$53 million. 


566 





Recorp Casu Divivenps Paip on N. Y. S. E. ListeEp COMMON STOCKS 
First Six Montus 1952 








No. Div. Est. Total 
Payers Payments 
No. of lst 1st 6 Mos. 1952 

Cos.in 6 Mos. Incr.. Same Reduced Amount _ Per Cent 

Industry Group Group 1952 Div. Div. Div. (000 Omitted) Change 

Aircraft 26 19 10 7 2  $ 20,040 + 5.0% 
Amusement ..... 23 16 1 13 2 28,824 — 2.8 
Automotive ..... 73 63 13 38 12 265,517 — 4.1 
Building Trade .. . 30 29 9 17 3 28,989 -+ 2.9 
CO sk we tw 83 78 26 44 8 274,310 — 0.5 
Electrical Equipment . 23 21 5 16 a 74,078 +10.6 
Farm Machinery . . . 7 7 3 3 1 31,878 +15.0 
a 32 28 11 15 2 42,703 + 7%.7 
Food Prod. & Beverages 69 63 10 38 15 100,853 — 7.4 
Leather & Its Products . 11 8 _ 7 1 9,764 + 2.8 
Machinery & Metals . . 105 98 32 55 11 88,844 + 5.6 
Mining » 4 ae 42 34 ll 19 4 95,177 + 5.8 
Office Senden oe g 4 5 — 16,142 + 4,9 
Paper & Publishing . . 36 32 16 10 6 49,109 +13.7 
Petroleum & Natural Gas 49 46 27 18 1 440,813 +27.1 
Railroad & R.R. —_ 81 62 15 43 4 129,412 + 7.5 
Real Estate... 10 9 3 5 1 8,178 +13.5 
Retail Trade .... 71 65 10 45 10 123,498 —13.5 
Rubber... 9 9 6 3 —_ 24,121 +32.9 
Shipbuilding & Guensine 10 8 1 6 ] 6,388 + 6.9 
Steel & Iron. ... . 38 34 Ss 24 5 117,957 + 2.3 
| eee ea 44 37 3 21 13 39,847 —18.7 
ee gar ee ee 16 15 2 9 4 40,224 + 1,9 
Utilities . ce ~ 2 94 24 69 1 426,816 +12.5 
U.S. Cos. ee, feel 25 16 5 8 3 33,600 — 9.8 
Foreign Companies . . 18 12 5 5 2 51,763 + 1.3 
Other Companies. . . 18 eu =. 12 = 18,319 + 7.0 

TOTAL . 1,060 929 261 555 113 $2,587,164 + 5.8% 

The Exchange 

Closed-End Investment Issues The above tab le includes data furn- 


Continue at Premium 


Common stock issues of three closed- 
end investment companies continued to 
sell at a premium at the end of June ac- 
cording to the National Association of 
Investment Companies. Overseas Securi- 
ties sold at a premium of 23.2% over 
asset value, General American Investors 
at 12.2% and the Lehman Corporation 
at 8.5%. Other closed-end company 
junior equity issues sold at varying dis- 
counts; Tri-Continental was selling at 
8.3% under asset value. 





q1) 
Market 
Price 
6/30/52 
Adams Express (NY) 33% 
American International (NY) 23% 
3oston Pers. Prop. Trust (B) 2744 (a) 
Connecticut Inv. Mgt. Corp. _ (OC) 4 (x) 
Consolidated Inv. Trust (OC) 29% (a) 
Insuranshare Certificates (NY) 13% (a) 
Lehman Corporation (NY) 81% 
National Shares Corporation (NY) 32%(a) 
Niagara Share “B” (NYC) 167% (a) 
Shawmut Association (B) 2014 (x) 
(x) Bid price. 
(a) Mean between bid and asked prices. 
(b-f) 


ished by the Association on non-leverage 
general portfolio companies with the ad- 
dition of computation of the annual in- 
come return of eight of the companies. 
Comparison with the Henry Ansbacher 
Long Index of Mutual F unds should be 
wide with caution, as noted previously, 
since this is computed on the average of 
the last twelve month-end offering prices 
and dividends represent those received 
during the annual period ending on the 
specified date, which may not coincide 


with those of the last fiscal year as 
above. 
(2) (3) (4) (5) 
Approximate 
Net Asset Diset. (—) Divs. Per Cent 
Value or Latest Return 
per share Prem. ( ’ Fiscal (4)--@1) 
6/30/52 Year 
$41. 86 20.9% $1.59(b) 1.74 
aisi —14.8 1.036) 1.38 
32.54 — 155 1.40 5.09 
Sao —25.2 0.18¢d) ; 
32.33 — 74 1.50 5.04 
15.77 (g) — 13.6 0.32 2.35 
74.38" 4+ 85 208(e) 2-56 
37.13 —11.5 L.15¢f) 3.50 
24.53 (h) — 33.5 0.64 3.85 
30.33 33.6 0.87 ome 
Average Return = 3.94 


Plus the following amounts paid from realized capital gains: 


(b) $0.54 (ce) $0.81 (d) $0.22 (e) $2.33 (f) $1.64 
(g) After deducting $2.22 a share reserve for taxes on unrealized appreciation. 
(h) After deducting $0.94 a share reserve for taxes on unrealized appreciation. 


Before deducting ordinary dividend of $0.78 and capital gain dividend of $2.03 de- 


clared on July 2, 1952. 
was $71.57 on 6/30/52. 


The reported asset value, 


after deducting: such dividends, 
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From painting by Marshall Johnson in nautical collection of State Street 






Trust Co., Boston 


HE HIGHLY COMPETITIVE TEXTILE 
T industry is fortunate in that it ful- 
fills a basic human need but unfortunate 
in that it is most complex and composed 
of many obsolescent units. It is a mis- 
take to try to generalize about the tex- 
tile industry. As a whole, it is so large 
and varied as to be incomprehensible. 
Recently, while some of the industry 
was having a serious recession, some 
mills were expanding their business 
greatly, were sold up and making profits 
before taxes comparable to the war 
time and post war boom. 

While in the past the industry col- 
lectively has preceded the balance of 
U.S. industry in down trends, segments 
utilizing synthetic fibers have not neces- 
sarily fared badly. For example, pro- 
duction of rayon cord continued strong 
throughout the recent dip. 


Influence of Synthetics 


More and more the whole industry 
is being knit together by synthetic fibers. 
Formerly mills were identified by one 
fiber. There 


or another natural 


were 
woolen mills. worsted mills, cotton mills 
and silk mills. Now there are no silk 
mills and almost’ without exception 
every cotton mill has processed syn- 


thetic fibers. Some have changed com- 
pletely to synthetics. Woolen and wors- 
ted mills have been slower to change for 
a variety of reasons which will be 
enumerated later. A new type of mill is 
evolving. It is not dependent upon any 
fiber: in fact it may be processing a 
half dozen or more different fibers sim- 
ultaneously. 

For a while it eppeared that cotton 
mills would be getting into the produc- 
tion of actual wool fabrics in addition 
to producing fabrics for the wool field 
made of rayon and acetate. Today, how- 
ever, it seems clear that no cotton mills 
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as such are going to be very successful 
in getting into the wool field with wool 
fabrics, but it is entirely possible for 
them to produce fabrics that will com- 
pete seriously with the old-time woolen 
and worsted mills either by installing 
a type of equipment based on_ their 
older cotton mill equipment or by the 
use of some of the newer synthetic fibers 
which are this year coming into large 
scale production. 

Many old line woolen and worsted 
mills have resisted the inroads of syn- 
thetics. in part because they believed 
that the fibers were 
adulterants or and did not 
have the properties that are generally 


cellulosic type 


extenders 


associated with wool. They could add 
but very little except a lower price. 
Others resisted because of the new prob- 
lems involved in handling synthetics 
and because they were influenced by 
that lose if 


sumption of wool dropped. Only fairly 


groups stood to the con- 
recently have synthetic fibers been pro- 
he considered ex- 
wool but 
rather as warmth type fibers with many 


duced which cannot 
tenders or substitutes for 
properties superior to those found in 


wool. These fibers permit types of 
fabrics which can be processed on wool- 
en and worsted equipment with use per- 
formance and ease of maintenance far 
beyond anything that has been possible 
heretofore. 

\ “cotton” mill can shift to synthetics 
almost at will with a minimum of dis- 
ruption and with no additional invest- 
ment in machinery. The same is true 
with a woolen and a worsted mill. Prac- 
tically every textile organization which 
has made an appreciable shift from a 
natural fiber to the synthetic has im- 
proved its profit picture radically. There 
is every reason to believe that this trend 
will continue. For one thing, in dealing 


THE 
TEXTILE 
INDUSTRY 


* ees 


WILL SYNTHETICS AID 


PROFIT STABILITY ? 


C. W. BENDIGO 


American Cyanamid Company 


with synthetics a manufacturing organ- 
ization can concentrate on manufactur- 
ing without concern about the profit 
or loss picture due to fluctuation in the 
price of raw material. 


Stability of Price and Quality 


To give an example of the extreme 
variation in the price of raw materials 
let us look at the worst offender—wool. 
Between the middle and the end of 
1950. the price of fine Australian wool 
had jumped from $1.76 per pound to 
$2.80 a pound and then moved on up 
by the middle of March in -1951 to 
$3.73 a pound. (Incidentally, it was this 
radical increase in the price of wool 
that gave many high-priced new syn- 
thetics a toe hold.) Only a relatively few 
months after the price pushed to a 
record $3.73 a pound, it collapsed to a 
low of $1.33. 

In the case of cotton. the gamble on 
future prices is not nearly so great 
mainly because its price varies within 
a much narrower range and hedging is 
more widely practiced. However, no 
natural fiber has had the history of 
price stability found with all of the 
synthetic fibers. 

Another factor for consideration is 
the variability of the raw material when 





In addition to 
years of manufac- 
turing experience, 
the author has been 
editor of Textile 
World, and a recog- 
nized authority on 
the synthetic fibers 
and their develop- 
ment, which is his 
current activity. He 
the McGraw-Hill textile 





has also edited 
books and is active in the leading technolo- 
gical organizations in his field. 
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Wool or synthetic fibers can be processed on the same woolen equipment. Shown is the 
crosslay mechanism for the bulky characteristic of woolen types of yarn as contrasted to 
worsted. 


a mill uses the natural fibers. Cotton is 
not just cotton nor is wool just wool: 
there are a surprisingly great many 
different grades and variations. The 
synthetics, on the other hand. are man- 
ufactured to definite specifications, and 
a particular quality once set up is main- 
tained year in and year out. 


All this means that manufacturing 
establishments which utilize synthetics 
can pay more attention to manufactur- 
ing economies and to the purchase and 
use of equipment specifically for the 
use of synthetic fibers with the assur- 
ance that the plant will not be upset 
by variations from shipment to ship- 
ment. Manufacturing costs can thus be 
lower and off-standard goods as well 
as waste is reduced considerably. 


To go into here the many different 
synthetic fibers now available would un- 
doubtedly cause as much confusion as 
in the stores which follow the practice 
of publicizing fiber content of textiles 
rather than the performance to be ex- 
pected and the particular care or lack 
of care needed in their maintenance. 
There are at least a dozen distinctly 
different types of synthetic fibers on 
the U. S. market today with variations 
within each type. These fibers plus some 
imported ones without counterpart in 
this country total over 70 different fibers 
in the market today. With so many 
different fibers, it is impossible even 
for most textile technologists to under- 
stand the 
fibers, especially when they are used in 
blends—as most of them are. 


significance of particular 
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Complement to Natural Fibers 


So far as the textile industry is con- 
cerned, there is nothing to the much 
publicized “battle of the fibers.” Each 
new one is in effect an additional tool 
or raw material with which the textile 
industry can work. The widespread use 
of synthetic fibers, principally rayon 
and acetate, has not decreased the total 
consumption of cotton or wool although 
it is entirely possible that the consump- 
tion of cotton or wool might have grown 
further as population and per capita 
consumption increased if the synthetic 
fibers had not been available. 

Table A shows what has happened 
fiberwise in the recent past. It is fully 
expected that by 1970 the production 
of rayon and acetate will be double 
the 1950 output, or somewhere around 
two billion pounds. During this same 
period it is expected that the other syn- 
thetic fibers will total approximately 
a billion pounds per year against only 
a little over 210 million pounds in 1951. 
If per capita consumption does not in- 
crease during that period and the pop- 
ulation growth rate remains exactly as 
predicted, the inevitable conclusion is 
that wool consumption will drop some- 
what and even cotton might take a 
downward turn. Cotton, however, would 


certainly be affected to a much smaller 
extent percentagewise than wool. 


North-South Movement 


For the past twenty years or more, 
there has been considerable publicity 
about the movement of the textile in- 
dustry from New England to the South, 
Actually there have not been many in- 
stances of mills pulling out of New Eng- 
land lock, stock, and barrel; however. 
many mills which originally operated 


exclusively in New England started 
branches in the South, which have 
grown in number and_ increased in 


capacity whereas the older mills in 
New England were shut down. It is 
difficult to imagine a new concern es- 
tablishing a textile mill in New England. 
when for the same amount of 


and effort the returns of a Southern mill 


money 


are sure to be much greater. 


Many reasons are given for this trend 
from North to South. Undoubtedly. in 
the earlier days wage rates played an 
they do 
but the major reason for mills transfer- 


important part. Today not. 
ring from the North to the South re- 
mains labor conditions. Practically every 
impartial study of the New England sit- 
uation has shown that foremost in their 
problems has been a mutual distrust 
between management and labor which is 
at a minimum in the majority of South- 
ern textile operations. 


Other reasons causing mills to look to 
the South include the fact that no New 
working through 


England states are 


their governments or governmental 
agencies to have plants established in 
these states to the extent that such 


action is being taken, for example, by 
North and South Carolina. These states 
assist in the selection of sites, in gather- 
ing information needed for the estab- 
lishment of a plant, and are quick to 
point out the healthy climate that the 
state governments and the local com- 
munities are endeavoring to build up to 
make these ideal places for manufactur- 
ing. The workers on their part have 
demonstrated in many cases that they 
are as anxious as the management to 
see that mills succeed and so they do 
not raise the objections constantly heard 
in the New England area about changes 
in work loads and in procedures and 





Taste A: Unitep States Fiser Picture 
(Villions of Pounds) 
1951 1950 1949 1948 1947 1946 
Cotton 4,908 4,680 3,838 4,461 4,668 4,803 
Rayon and Acetate 1,294 1,259 994 1,124 975 854 
Wool 185 647 511 704 708 Tat 


Other Synthetics 








210 38145 90 75 50 55 
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manufacturing methods. In no instance 
of consequence has it been shown that 
the employee output in Northern mills 
equals that in the South, although it is 
true, that in many instances the equip- 
ment and the management in Southern 
mills were superior to that in the North. 
In earlier days, the trend from North 
to South was largely by cotton mills; 
then, as synthetic fibers came into the 
picture, they much 
rapidly in the South. The final phase 
today is the movement of what have 
been called and worsted type 
mills from the New England area. Prob- 
ably more important is the fact that the 
new synthetic fabrics cutting into the 
old-line wool field are being manufac- 
tured to a large extent in the South. 
All of this does not 
cessful operation of textile plants will 
not continue in the New England area. 


developed more 


woolen 


mean that sue- 


At the present time. there are at least 
several mills there whose products qual- 
itywise compare favorably and_ these 
mills are profitable. One cannot help 
but results 


would be obtained in a more favorable 


wonder how much better 


manufacturing climate. 


Growth of Industry Integration 


Integration has been a pattern of the 
industry for many vears. This integra- 
tion of units from the mill which spins 
the fiber through knitting or weaving to 
the production of dyed fabrics was a 
trend that was accelerated during the 
for at 
reason 


war but has been in evidence 
least 20 years. 
to believe that this trend will continue. 


of the complex 


There is every 


particularly in’ view 
fiber situation. In the past. many mills 
produced staple fabrics for a wide range 
of purposes; and in most instances the 
mill had no definite idea as to the use 
to which it might be put. Today with so 
many raw materials available in new 
fibers. it is important to know the end 
use for a textile even before manufactur- 
ing is started. 


Integration in the textile industry has 
been roundly condemned. principally 
by those eliminated from the picture as 
mills combined operations. It has been 
truly said that integration does close 
the door to many outlets, some of which 
might be exceedingly responsive to 
market conditions. Unquestionably, in- 
tegration is not 100°) good. but from 
the fact that it is a continuing trend and 
that many of the mills with integrated 
operations have been highly successful. 
one can only come to the conclusion 
that the trend will continue, advantage- 
ously on the whole. 
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Pick Your Finish 


In addition to the wide number of 
synthetic fibers available, another factor 
probably fully as complicating is the 
wide number of textile finishes. In such 
finishes we refer to those which change 
or improve the basic textile regardless 
of the fiber used. One example might be 
a finish to inhibit the shrinking of wool. 
Other examples might be finishes which 
add a soft hand or stiffness or permit 
the embossing of permanent effects on 
the surface, or finishes that add luster 
or dullness, as well as finishes which re- 
duce flammability or make a_ fabric 
stable so that it will neither elongate nor 
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Selected 
Preferred 
Stocks 


FOR CONSERVATIVE INVESTORS 


A conservative portfolio, with better than 
average return, is obtainable under current 
conditions for savings banks, trustees and 


prudent individual investors. 


As advisers to banks and other institutions, 
this firm is constantly alert for securities 
which seem particularly appropriate for their 
needs. Our new list of high grade preferred 


stocks is a current selection. 


We will be glad to send you a copy of our _ 
“Preferred Stock List, August 1952” upon 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 


HOTEL ST. REGIS, NEW YORK CITY 


MEMPHIS. TENN. LIMA, PERU LONDON, ENGLAND 
New York State: AUBURN ELMIRA GENEVA HORNELL 
ITHACA MIDDLETOWN SYRACUSE UTICA WATERTOWN 


Private Wire System to Branch Offices, Correspondents and 
their connections in 80 Cities throughout the United States 
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shrink in laundering. A finish satisfac- 
tory for one use may be totally unsatis- 
factory for another and it is likewise 
true that a finish producing a good 
effect with one fiber may have a poor 
result with another. | 


In view of the large number of syn- 
thetic fibers, and finishes which can be 
put on both natural and synthetic fibers, 
one must expect that standards set up 
when cotton, wool, and silk were the 
only materials no longer apply. Not too 
many years ago when a person bought 
a textile of cotton, wool, or silk, he had 
a fairly good idea as to its expected 
performance. Then the cellulosic fibers 
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came to complicate the situation, but not 
too much. It was soon found, however, 
that the cellulosic fibers differed be- 
tween themselves and a split had to be 
made, so that one type is now identified 
to the public as rayon and another as 
acetate. 

Since the war, however, the number 
of fibers available has made it impos- 
sible for the consumer to know what he 
can expect from a fabric if he has only 
an anlysis of the fiber content. The sit- 
uation is paralleling that of the radio 
industry where, in the early days, a 
purchaser specified the type of circuit, 
antenna, the speaker, and many times 
even the tubes. Today, the purchaser 
looks at the appearance and perform- 
ance of the product as demonstrated to 
him, and relies upon the maintenance 
claims of the manufacturer or seller. 


There has been a lot of dependence 
upon particular fibers and fabric con- 
struction but in the future greater reli- 
ance will have to be placed in the name 
and reputation, the claims and the ser- 
vice, of either the textile manufacturer 
or the seller or both. Such a situation 
is not necessarily bad; in fact, it is good. 
The myth has been perpetuated too 
long concerning the advantages of a 
fabric made of 100% LOO” 
that. Almost without exception, any 
garment fabric manufactured 100‘; of 
one fiber can be improved markedly by 
the addition of some other fiber in the 
blend. It is somewhat unreasonable to 
expect a particular synthetic fiber to be 
held responsible for an end _ product 
which has in it three other important 
elements: the fabric construction, the 
dye and finish, and the tailoring or 
other means of fabrication. 


this or 


In the recent past, the textile industry 
has seen the worst recession it has ex- 
perienced in many years. Despite this, 
many units are emerging with operating 


facilities not seriously impaired. At 
present, there is a definite up-trend first 
noticed in the mills manufacturing 


products from synthetic fibers. As a 





A Layman’s Guide to Principal 


UNITED STATES SYNTHETIC FIBERS 


RAYON 


(Forms: Continuous Filament; Staple) 


Largest use for filament rayon is as tire- 
cord. This rayon differs from that for “textile” 
uses such as in blouses, underwear, dresses. 
Included in this general class is a sub-type, 
cuprammonium rayon, that has more silk-like 
characteristics than Staple 
rayon is used principally in cotton-type mills 


viscose rayon. 
and is most often found blended. Staple rayon 
can be and soft 
coarse and 


fine 
fabrics or 
the principal fiber used to produce the less 
expensive spun-synthetic 


for use in lightweight 


wiry for rugs. It is 


products. Several 


variations of filament and spun fiber are 


being developed, such as types with inherent 
crimp. 


ACETATE 


(Forms: Continuous Filament; Staple) 


Acetate was formerly included in the gen- 


eral rayon class but was split off this year, 


principally because of its thermal character- 


istics (it melts under a hot iron; what is 
now called rayon doesn’t), and other proper- 
ties such as hand, improved dimensional sta- 
bility, dyeing characteristics. Filament is used 
principally in woven and warp-knit dress and 
underwear fabrics. Staple is widely used in 
tropical-weight suitings and to a much smaller 


blankets. A 


\ special, saponified type has 


extent in coarse type is used in 
the pile of rugs. 


principally industrial and military uses. 


NYLON 


(Forms: Continuous Filament; Monofilament; 
Staple) 


Principal use for filament is in dress goods 





Cotton or synthetic fibers, either or both blended together, can be handled by cotton mill 
equipment. View here is of the slubbing operation where twist is first inserted in changing 
soft masses of fiber (sliver) into a kind of yarn form (roving). 
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both woven and knit. There are also important 
military uses ranging from parachutes to air- 
craft tire 
cords. Monofilament 


cord Some is used in ropes and 


is used principally for 
the sheerest (15 denier) hosiery and, in small 


amounts, in coarser form for meshes and 
screen-type products. Staple is largely used 


in blends with wool and other synthetics for 
garment fabrics. It adds greatly to strength 
and wear. Both filament and staple, separately, 
are used in men’s hosiery. A type of nylon 
imported in small quantities differs somewhat 
from the type produced here. 


ACRYLONITRILE-CONTAINING FIBERS 


(Forms: Continuous Filament; Staple) 


This group embraces the fastest growing 
kinds of synthetic fiber. The several types 


vary markedly and are common only in having 


an acrylic-resin’ component and in being 


hydrophobic (with the general characteristics 


of such fibers). Filament is being used in 
some dress goods and in industrial fabrics 
where chemical resistance or weathering re- 
sistance is needed. Staple has many more 
important uses than filament. It is develop- 
ing in dress fabries, blankets, men’s hose, 
pile fabrics other than for floor coverings. 


Its biggest use is in the general warmth field. 


MONOFILAMENT-TYPE FIBERS 


(Forms: Monofilament; Staple) 


this used in 


form tor 


Practically all of 


monofilament 


group is 


such things as seat 
covers, upholstery, and screenings. Staple is 
still 


for floor coverings, half-hose. 


PROTEIN FIBERS 
(Form: Staple) 


in development stage. It may be used 


Two fibers are produced in the 
United 


considered a textile fiber; it 


prote in 


States. One, a coarse type, is not 
is used for such 
things as mattress stuffing anl batt-type filters. 
The other is used almost exclusively in blends 


where it imparts qualities normally associated 


with expensive wools. Principal use is_ in 
dress materials and sport cloths. 
POLYESTER FIBERS 
(Forms: Continuous Filament; Staple) 


Continuous filament is finding some use in 


ease-of-maintenance dress shirts. Principal 


uses are in staple form in men’s suitings and 
in half-hose. It has some industrial uses. 


GLASS FIBERS 


(Forms: Continuous Filament; Staple) 


used for curtains, 


draperies, filter cloths, and as a reinforcing 


Continuous filament is 


material in both yarn and fabric forms. Cor- 
dage uses are developing. Staple is difficult 
to spin into yarn and is used principally in 


web and batt forms. 


TRUSTS AND ESTATES 
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Nylon parachute canopies were the woven 

fabric which paved the way for the newer 

synthetic fibers that are rapidly developing 
this year. 


matter of fact, there has very recently 
been a strengthening in the price of 
certain types of synthetic fibers al- 
though many of the newer ones are un- 
questionably scheduled for price reduc- 
tion as volume develops this year and 
next. 

Most of the distressed goods on the 
market some months back has disap- 
peared: inventories in textile mills have 
been reduced to more reasonable levels. 
and prices are showing firmness if not 
advances. For the balance of this year. 
every expectation is for increasing activ- 
ity in the textile industry which will 
probably carry well into 1953. If the 
usual pattern prevails increase in syn- 
thetics activity will be followed by a 
pickup in cotton and finally by a better- 


TRADE MARK 


INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 150th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable September 10, 1952, to stockholders of 
record at the close of business on August 19th, 
1952. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card Ac- 
counting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer. 
June 24, 1952. 





American-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable September 1, 1952 to _ stock- 
holders of record at the close of business 
on August 25, 1952. 


A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1952 to stock- 
holders of record at the close of business 
on September 3, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 
JOHN E. KING 


Vice President and Treasurer 
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ment in the woolen mills. It is not too 
likely that wool prices will again jump 
to the high levels of 1951, particularly 
as there will soon be available perhaps 
as much as a hundred million pounds 
of synthetic fibers primarily for use in 
what is today considered the wool field. 

In view of the general economic sit- 
uation of the country and the recent past 
experience of the industry, there is only 
one way that textile activity can go and 
that is up. Profits are certain to improve 
as the operating rate increases, although 
no one expects profits again at the level 
reached immediately after the war. 

A A A 
Research—Two Edged Sword 

Research activities have had a great 
deal to do with many new and improved 
products, methods and services; but re- 
search has created a new set of prob- 
lems for the investment owners of Amer- 
ican industry. 

From the investor’s point of view, 
the most serious problem seems to be 
that he just cannot assume that a com- 
pany well entrenched in its field is not 
vulnerable to “invasion” by a company 
in an entirely different line of business. 
Oil companies are, for instance, making 
chemicals of all sorts. Chemical com- 
panies are now a major factor in a 
variety of industries such as textiles, 
varnishes and drugs. Glass companies 
are making substantial amounts of 
building insulation and synthetic fibers. 
Automobile companies have become en- 
trenched in the railroad equipment in- 
dustry and have had notable success in 
the electrical appliance field. Rubber 
companies have gone into plastics in 
a big way. General Electric, a leader in 
the appliance and heavy electrical equip- 
ment field is now the biggest operator 
in the plastics industry. An old line 
metals company has now gone into the 
electronics business. 

What does this mean to the average 
investor? It simply means that he must 
be more alert to change than ever be- 
fore and probably should forget all 
about the word “complacency” as far 
as investments are concerned. The 
investor should also be well repaid if 
he keeps in mind that the results of 
research can upset the most precisely 
arrived-at and carefully calculated in- 
He will be well 
advised to pay a good deal of attention 
to the competence and progressiveness 
of company management and also re- 
member that an excellent test in this re- 
spect is management's attitude toward 
research activities. 


—Vance, Sanders & Co., Boston 


vestment conclusions. 


THE FLINTKOTE COMPANY 


A, Tks 
30 ROCKEFELLER mat KEW YORK 20, 
a ur. nY 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred Stock 
payable Sept. 15, 1952 to stock- 
holders of record at the close of busi- 
ness Sept. 1, 1952. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable Sept. 10, 
1952, to stockholders of record at 
the close of business Aug. 27, 1952 


CLIFTON W. GREGG. 
Vice-President and Treasurer 


Aug. 6, 1952 








Union CarpipeE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Septem- 
ber 2, 1952 to stockholders of rec- 


ord at the close of business August 
a, 4952. 


KENNETH H. HANNAN, 


Secretary and Treasurer 













Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES . 
DIVIDEND NO. 10 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 19 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able August 31, 1952, to stock- 
holders of record August 5, 
1952. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31, 1952. 


P.C. HALE, Treasurer 
July 18, 1952 
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COLLEGE INVESTMENT FUNDS 


STOCKS ACCOUNT FOR 37 PERCENT OF LEADING PORTFOLIOS 


J. HARVEY CAIN 


Accounting Officer, Board of Higher Education, New York City 


Mr. Cain’s studies are based upon in- 
formation from 29 institutions with a mini- 
mum holding of $15 million, and with total 
endowment funds of nearly $1.6 billion as 
of June 30, 1951. Although these colleges 
and universities represent less than 2% of 
all American collegiate institutions, they 
hold about 60% of total endowment funds 
reported to the United States Office of Edu- 
cation. Mr. Cain’s article appeared in full 
in the July 1952 issue of College and Uni- 
versity Business, to which we are indebted 
for permission to publish this summary. 





HE INVESTMENT POLICIES OF INSTI- 
eh with large funds do not 
differ greatly from those of institutions 
holding smaller funds. There is this dif- 
ference, however, that in many instances 
the smaller funds have not received the 
expert care that has been given to the 
larger funds. Alert and capable man- 
agement, more than any other factor, 
has encouraged people of means to add 
to the funds of the outstanding institu- 
tions. This is becoming more and more 
the case in public institutions. 

During the year ended June 30, 1951, 
the 29 institutions increased their in- 
vested funds by $100,000,000. They 
earned 4.56 per cent on the composite 
fund in 1951 in comparison with 4.37 
per cent the previous year. The colleges 
invested 45.5 per cent of their new 
funds in stocks; 40.7 per cent in com- 
mon, and 4.8 per cent in preferred. The 
bond portfolio was increased by 23 per 
cent, of which only 6.17 per cent was 


in governments. Most of the institutions 
reduced holdings of governments. To 
mortgages, real estate and other securi- 
ties, the colleges added 22.6 per cent. 
while cash and short-term securities ac- 
counted for 8.9 per cent. A two-year 
comparison of total holdings is given 
in Table 1. 

Most of the stocks in Table 2 were 
purchased by the colleges at prices far 
below the 1951 year-end closing figures. 
and in many cases at approximately the 
median price in the 1942-52 high-low 
range of the stock. With few exceptions. 
present market prices are not bargains. 

An examination of college investment 
lists shows that few purchases were 
made of stocks in such industries as air- 
lines, aircraft manufacturing, coal, gold 
mining, meat packing, motion pictures, 
radio and television, ship building and 
steamship lines, and sugar. There are 
exceptions, of course. The television in- 
dustry has good speculative possibilities. 
Many companies in other growing in- 
dustries, with excellent all round records 
of management and earnings, are miss- 
ing from college portfolios. 

It is interesting to note the wide vari- 
ations in the amounts and percentages of 
common stocks contained in portfolios 
of the 29 institutions. One has as much 
as 51 per cent of its holdings in com- 
mon stocks, while another has none. The 
holdings of the composite group are 
29.4 per cent, an increase of 4.3 per 
cent in five years. Since the beginning of 





TABLE 1—COMPOSITE INVESTMENT FUND OF 29 
AMERICAN COLLEGES AND UNIVERSITIES 


Amount Per Cent Amount Per Cent 
June 30, 1951 — of Total June 30, 1950 of Total 
BONDS 
U. S. Governments $ 407,911,521.10 26.05 $ 401,221,770.00 27.37 
Others . ; 280,002,179.13 17.88 263,763,209.00 17.99 
PREFERRED STOCKS 121,422,600.36 tae 116,694,139.50 7.96 
COMMON STOCKS ; 461,332,846.58 29.46 420,610,908.05 28.69 
MORTGAGES, REAL ESTATE 
AND OTHER 259,789,246.87 16.59 237,146,818.50 16.18 
CASH AND SHORT-TERM 
SECURITIES 35,491,235.45 2:97 26,556,905.13 1.81 
TOTAL INVESTMENTS 
(Book Value) $1,565,949,629.49 100.00 $1.465,993,750.18 100.00 
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Colleges Included in Study 


Amherst College 

California, University of 
California Institute of Technology 
Carnegie Institute of Technology 
Chicago, University of 

Columbia University 

Cornell University 

Dartmouth College 

Harvard University 

Johns Hopkins University 
Massachusetts Institute of Technology 
Michigan, University of 
Minnesota, University of 

New York University 
Northwestern University 

Oberlin College 

Pennsylvania, University of 
Princeton University 

Rice Institute 

Rochester, University of 

Stanford University 

Texas, University of 

Vanderbilt University 

Vassar College 

Virginia, University of 
Washington University (St. Louis) 
Wellesley College 

Western Reserve University 

Yale University 





1946, a period in which the rise in the 
cost of living was approximately 45 per 
cent. common stocks have gained 83 
per cent in appreciation and dividends 
paid. In the same period high grade 
bonds, including interest. have risen 7 
per cent. Turnover on the New York 
Stock Exchange during that period has 
run from 13 to 22 per cent per annum. 


Pension funds, investment trusts, and 
insurance companies have made _ sub- 
stantial investments in the stock market. 
Now savings banks are seeking legisla- 
tive permission. Individuals are less in- 
clined to switch from one stock to an- 
other because of the high capital gains 
tax and because of increasing brokerage 


and government fees. Add to this the 


realization that no crystal ball can tell 
how long present inflation or worse may 
be with us. The result 
searching for stocks of companies with 
strong management. growth potentiali- 
dividend 
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TABLE 2—STOCKS 


AUTOMOBILES 
Chrysler Corp. 
General Motors Corp. 
BANKS 
Bankers Trust Co., New York 
Chase National Bank, New York 
Continental Illinois National Bank and Trust 
Co.. Chicago 
First National Bank of Boston 
First National Bank of Chicago 
Guaranty Trust Co. of New York 
National City Bank of New York 
BUILDING TRADE 
Johns Manville Corp. 
CHEMICALS 
Allied Chemical & Dye Corp. 
American Viscose Corp. 
Dow Chemical Co. 
Ek. 1. du Pont de Nemours & Co. 
Eastman Kodak Co. 
Monsanto Chemical Co. 
Pittsburgh Plate Glass Co. 
Texas Gulf Sulphur Co. 
Union Carbide & Carbon Corp. 
CONTAINERS 
American Can Co. 
Continental Can Co. 
ELECTRIC MANUFACTURING 
General Electric Co. 
Westinghouse Electric & Mig. Co. 
FARM EQUIPMENT 
International Harvester Co. 
FOODS 


Corn Products Refining Co 
General Mills, Ipe. 
United Fruit Co. 


GAS 


Consolidated Natural Gas Co. 
Panhandle Eastern Pipe Line Co. 
United Gas Corporation 


INSURANCE 


Continental Insurance Co. 
Fireman's Fund Insurance Co. 
Hartford Fire Insurance Co. 
Insurance Co. of North America 


MACHINERY 
Caterpillar Tractor Co 


good earnings, diversification of busi- 
ness. and other desirable characteristics. 


Industries and companies within in- 
dustries with the least amount of gov- 
ernment regulations are sought. Stocks 
on the New York Stock Exchange last 
vear yielded about 6.02 per cent in com- 
parison with 7.44 per cent in 1950, or 
less. according to the index consulted. 
Nevertheless, over a period of 50 years 
the cost of living index and the Dow 
Jones Industrial par- 
alleled each other closely. For this rea- 


averages have 
son many experts feel that in spite of 
the historically high stock prices at 
present, college portfolios should con- 
tain a large percentage of carefully se- 
lected common stocks. 
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HELD BY EIGHT 


OR MORE INSTITUTIONS (1951) 


Inst’ns Shares Inst’ns Shares 
MINING AND METALS 
14 50,055 International Nickel Co. of Canada ll 42,800 
17 157,880 Kennecott Copper Corp. _. 16 69,250 
National Lead Co. eee 10 35,800 
7e New Jersey Zinc Co. bs 9 21,900 
9 21,275 Phelps Dodge Corp. 10 30,800 
8 28,880 OFFICE EQUIPMENT 
8 13.175 International Business Machines Corp. 9 13,800 
8 17,300 PAINTS 
9 6,400 Sherwin-Williams Co. 8 21,200 
psc PAPER 
: . International Paper Co. 9 79,660 
PETROLEUM 
8 36,900 Continental Oil Co. 1 83,600 
Gulf Oil Co. 18 121,710 
12 33.240 Humble Oil & Refining Co. ; 8 25,050 
8 24.604 Ohio Oil Co. ee eee 8 33,800 
8 25,100 Phillips Petroleum Co. 10 29,925 
15 86,285 Socony-Vacuum Oil Co. 11 134,265 
12 88.750 Standard Oil Co. of California 16 207,750 
8 17.350 Standard Oil Co. of Indiana 16 105,200 
9 33.920 Standard Oil Co. of New Jersey 17 409,150 
1] 43.780 Texas Co. 13 131,715 
17 166.148 RAILROADS 
Atchison, Topeka & Santa Fe 9 16,650 
9 17.800 Union Pacific 9 19,780 
97,535 SHOES 
United Shoe Machinery Corp. __. ; 8 24,925 
SOAP 
000 
7 a Procter & Gamble Co. 9 30,700 
STORES 
aaa Montgomery, Ward & Co. 12 46,825 
10 92.350 J. C. Penney Co. 13 61,100 
Sears, Roebuck & Co. . ; 15 82,800 
9 15.871 F. W. Woolworth Co. 9 38.560 
10 34,450 TOBACCO 
12 69,560 \merican Tobacco Co. 8 18,135 
Liggett & Myers Tobacco Co. 12 21,100 
9 43,150 a 
9 17.500 American Gas & Electric Co. 9 51.650 
‘ 86.800 \merican Telephone & Telegraph Co. 15 34.850 
Cleveland Electric TMluminating Co. 8 31,050 
Commonwealth Edison Co. 14 93,000 
1? 40.250 Consumers Power Co. 8 71,460 
10 71,625 Illinois Power Co. 9 71.450 
8 21.600 Middle South Utilities, Inc. 9 104.500 
10 54.780 Niagara Mohawk Power Co. 8 106.400 
Pacific Gas & Electric Co. 9 25,480 
Texas Utilities Co. 9 48.200 
9 15,760 Virginia Electric & Power Co. 8 66,785 


Bank Portfolio Policy 

The outlook for loan volume, interest 
rates, trends on Government, corporate, 
and municipal bonds and the probable 
financing policy of the Treasury in rela- 
tion to their effects upon bank invest- 
ment were discussed in detail before 
the Massachusetts Bankers Convention 
in Swampscott in June. A panel head- 
ed by Adrian M. Massie, executive vice 
president of The New York Trust Co., 
and composed of Ralph E. Bailey, vice 
president of the National Shawmut 
Bank, Richard P. Chapman, now presi- 
dent, Merchants National Bank, and L. 
Sumner Pruyne, vice president, First 
National Bank: all of Boston, gave the 
opinion that the outlook for bank earn- 





ings was not likely to improve notably 
over the next few years. 


The loan volume of the banks may 
show an increase during this fall, but 
will probably be lower than at the end 
of 1951, while the 1953 trend should be 
definitely down. The probable Treasury 
deficit of around $8.5 billion (now re- 
duced to about $5 billion by the suc- 
cessful Treasury offering of 254% bonds 
on June 16) will have to be financed 
and the handling of this operation will 
determine the going rates on prime 
corporate bonds, which the panel in 
general felt were too high in relation 
to the Government market and were 
therefore due for lower levels. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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3. Tax Exempt Bond Yields © 
Aaa Rated Long Term inn: ae 1.76 1.74 1.70 1.77-1.65 1.85-1.28 1.98-0.90 1.84-0.93 2.81-1.56(b) (b) ufa 
Aa ™ rinsenincennniind: “a 1.98 1.94 1.88 1.98-1.81 2.11-1.37 2.21-1.04 2.11-1.21 3.02-1.78(b) (b) ves 
A ™ ss Te disiensieianiinis % 2.31 2.26 2.26 2.38-2.13 2.50-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) (b) $34 
Baa os ™ a ee oe % 2.68 2.65 2.49 2.68-2.48  2.74-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (b) : - 
4. Preferred Stock Yields of 
Industrials—High Dividend Series FOV 
BE SID sccncenccttsnenepintanniinennene % 3.94 3.93 3.99 4.03-3.92 4.10-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 : 
Medium Grade .................--...-. a % 4.84 4.83 4.77 4.89-4.83  4.96-4.72 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 N 
Industrials—Low Dividend Series me! 
SET % 3.75 3.72 3.76 3.90-3.69 3.88-3.45  3.92-3.27(e) (c) (c) (ec) 
Medium Grade . wee % 4.01 4.01 3.97  4.15-3.94 4.25-3.77 4.20-3.52(c) (c) (e) (e) mai 
Utilities—Low Dividend ‘Sets bon 
eS % 4.02 3.98 4.09  4.24-3.94 4.20-3.80  4.24-3.40(e) (c) (ec) (ec) pro 
Medium Grade .- -- J 4.38 4.39 4.46 4.71-4.33 4.71-4.19 4.65-3.69 (c) (c) (c) (c) 
5. Common Stocks ege 
125 Industrials—Prices (e)  ........... 78.01 77.01 71.28 78.01-71.73 74.24-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81(d) an » 
125 Industrials—Dividends (e)  ..... 4.22 4.22 4.55 4.22-4.18  4.52-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(d) tion 
125 Industrials—Yields %_ ......-...-. 5.41 5.48 6.38 5.87-5.48  6.79-5.56  7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(d) f 
of | 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 6, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. divi 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. ‘ cluc 
(c)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. i here 
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CANADIAN SECURITIES 
Suitiemaal in ee Vational Growth 


HE OVERWHELMING PROPORTION OF 
T securities representing the more 
than 6 billion U. S. dollars invested in 
Canada is held by corporations, insur- 
ance companies, savings banks, commer- 
cial banks and trust companies, and pen- 
sion funds in this country. According to 
latest official figures (1949) approxi- 
mately half of this amount is the direct 
investment of some 2.500 U. S. corpo- 
rations in Canadian 
branch plants. and of the remaining $3 


subsidiaries or 


billion about two-thirds are bonds of the 
Federal Government. and the Canadian 
provinces and municipalities. The re- 
mainder is divided among the bonds and 
stocks of railway. public utility, and in- 
dustrial corporations of which equities 
constitute, by far. the smaller part. It 
therefore is quite obvious that the in- 
formed rather than the uninformed buy- 
er has the greater stake in Canada. 
\lthough Canada financed the the en- 
tire cost of World War II from its own 
resources without recourse to foreign 
borrowing. and between 1931 and 1947 
was able to provide internally its new 
capital expenditures for industry, hous- 
ing. and government, the accelerated 
pace of the current development of its 
natural resources and industrial plant 
has required outside assistance. Entirely 
apart from the substantial direct invest- 
ments by American corporations in the 
growing petroleum, mineral, and man- 
ufacturing industries United States in- 
1951 alone absorbed some 
$342 million principal amount of bonds 


vestors in 


of provincial and municipal Canadian 
governments, 

Most Canadian bonds are legal invest- 
ments for life insurance companies in 
many of the states in this country, and 
bonds of the Canadian Government, the 
provinces, and many municipalities are 
legal investments for savings banks in 
an increasing number of states. In addi- 
tion, the portfolios of a large number 
of investment trusts, pension funds, in- 
dividual trusts, and private investors in- 
clude Canadian common stocks with in- 
herent qualities of substantial growth. 
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JAMES R. CLARKE 





As Vice President 
of The Dominion 
Securities Corpora- 
tion in New York 
City and partner of 
its Canadian affili- 
ates. Mr. Clarke is 
eminently qualified 
from many years ex- 
perience with securi- 
ties markets on both 
sides of the border to appraise the growth 





angle of Canada’s dramatically expanding 
graduate of Princeton 
University and Harvard School of Business 
Administration and_ has 


economy. He is a 


spent his entire 


career in the investment field. 





Any study of Canadian growth indus- 
tries naturally requires a review of the 
have taken 


place. particularly since 1939. 


economic changes which 


Recent Economic Growth 


The most comprehensive indicator of 
the economic changes since 1939 is the 
National 
the Dominion 


Gross Product prepared by 
Bureau of Statistics. 


which has increased from $5.7 billion 


to $21.2 billion in 1951. a gain of 
272‘,. This is 3.7 times the pre-war 


figures and about twice the 1939 level, 
taking into consideration dollar depreci- 
ation. To illustrate this growth, the fol- 
lowing table should be helpful in show- 
ing that the up-trend has been not only 
in dollar figures but also physical vol- 
ume of production. 


Gross domestic investment in hous- 
ing. plant and equipment and the in- 
crease in inventories totalled 25.7% 
of the preliminary gross national ex- 
penditures for 1951. This percentage 
has been constantly growing since the 
end of the war, and is at the highest 
level in history. 


Six consecutive Federal surpluses 
have resulted in a decrease in Canada’s 
national debt from $13.4 billion for the 
fiscal year ended March 31, 1946 to an 
estimated $11.1 billion on March 31, 
1952. This is an actual decrease of 17. 
5‘¢. Comparable per capita figures are 
$1.091 for 1946 and $790 for 1951, a 
decline of 27.6% 


Certain features of the Canadian tax 
structure deserve some comment. The 
corporate tax rate is 54°¢ in Ontario 
and Quebec. and 52‘¢ in all other pro- 


vinces. These rates include a 7‘¢ provin- 





Dominion Bridge Co. Ltd. 


Lions Gate Bridge at Vancouver, B. C., the largest suspension bridge in the British Empire. 








cial tax in the case of Ontario and Que- 
bec, and a 5% refund in lieu of pro- 
vincial taxes in the other provinces. 
They also include the 2% levy in all 
provinces for old age security. Further- 
more, there is no corporate excess pro- 
fits tax. All things considered, personal 
taxes are probably at about the same 
rates as in the United States but Canada 
does not tax capital gains. 


Canadian Growth Industries 


Since the end of World War II the 
discoveries of several new, and the more 
extensive development of old, natural 
resources have had a very important 
bearing on the growth which Canada is 
now experiencing. Although agriculture 
is one of the principal contributors to 
national income, focus is being directed 
particularly on those industries which 
are showing extensive development and 
promise continuing long-term growth. 


Ort AND NATURAL Gas: 


From virtually a have-not country as 
far as petroleum and natural gas are 
concerned, Canada since 1947 has been 
one of the world’s most extensive de- 
velopment areas. In 1939 Canada pro- 
duced 7.8 million barrels of oil, or 
15.5% of Canadian consumption. In 





COMPARISON OF SELECTED STATISTICS OF GROWTH IN CANADA 
1939 - 1951 


Population Thousands 
Production 
Steel Ingots 


Newsprint 


- Thousands of Tons 
—- Thousands of Tons 


Electric Power Sales — Millions of KWH -~ 


Automobiles —- Thousands 


Railway Reveue Car Loadings 
Building Permits — Thousand Dollars 
Index of Wholesale Sales — 1935 -39=100 
Cost of Living Index — 1935=100 


Foreign Trade — Million Dollars 

Exports 

Imports 

Balance 

Official Holdings of Gold & U. S. Dollars 

Millions at Year End 
Bank Clearings — Millions of Dollars 
Index of Stock Prices — 1935 -39=100 - 


- Thousand Tons 


1939 1951 Increase 
11.263 14,009 24% 
1.548 3,564 130 
2,928 5,520 89 
28,344 57,396 102 
156 474 165 
62.796 121,968 94 
$60.336 $430,512 614 
109 347 218 
102 185 81 
$ 924 $ 3,912 323 
756 4.080 440 
$+ 168 $ — 168 
$ 404 $ 1,779 340 
$31.620 $112,188 255 
92 168 83 





1946 production of 7.6 million barrels 
was only 10.7% of Canadian consump- 
tion. In 1951, however, total production 
had increased to 48.1 million barrels or 
37.9% of total consumption. Accom- 
panying the new discoveries has been 
the construction of pipe lines, refineries 
and allied industries. Natural gas in 
both Alberta and Saskatchewan is being 
proven-up rapidly. 


IRON ORE: 


The development by the Iron Ore Co. 
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on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 
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of Canada of the vast high-grade de- 
posits in northeastern Quebec and north- 
western Labrador should assure Canada 
of reserves which someday should be 
as extensive as Mesabi. Other iron ore 
developments are taking place in the 
Steep Rock and Algoma areas of On- 
tario, Bell Island in Newfoundland and 
in other places. Although Labrador- 
(Juebec is not yet in production, Canada 
in 1951 produced 4.658.400 tons of iron 
up three-fold 1946, and 
almost 40 times the 1939 tonnage of 
123.600. 


ore, since 


PAPER AND PAPER Propucts INDUSTRY: 


The paper and paper products in- 
dustry today is one of the most soundly 
established industries. Unlike the petro- 
leum and mining industries. its basic 
raw material is self-renewing. and the 
projected world demand for paper and 
its products shows a definite shortage. 
In 1939 Canada produced 3.1 million 
tons of newsprint or 68.5°¢ of capacity 
of the total U. 5. 
consumption. In 1951 production of 5.5 
103.1[° of capacity 
exports to the United 
of consump- 


and exported 62‘, 


million tons was 
Canadian 
States amounted to 80‘, 

Production of other 


paper products is becoming increasing- 


and 


tion. paper and 


ly important for local consumption. 


BasE METALS AND MINERALS: 


Canada is the world’s leading pro- 
ducer of asbestos and nickel, and a lead- 
ing producer of copper. lead, zinc. gold, 
platinum and uranium. It is also one 
of the world’s largest refiners of alumi- 
num because of low-cost 
although the ore itself is not produced 
in Canada. A new titanium industry has 


water power 


been developed in Quebac since the end 
of the war. 
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Iron and steel production is keeping pace with Canada’s growing economy. View of 
Algoma Steel Works at Sault St. Marie, Ontario. 


CHEMICALS: 


\s a result of a plentiful supply of 
natural gas, hydro-electric power. and 
basic raw materials from its forests 
and mines, Canada is developing an ex- 
tensive chemical industry. A study of 
this industry can best be undertaken 
through specific companies such as Ca- 
nadian Industries Limited. The Shawini- 
gan Water and Power Company. Cana- 
dian Chemical & Cellulose Company. 
Lid. Tar & Chemical Com- 
pany. Ltd., and Sherritt-Gordon Mines, 


Ltd. 


Dominion 


Heavy INDUSTRIES: 


Accompanying large capital expendi- 
tures in natural industries 


there has been a very substantial growth 


resources 


in such heavy industries as steel, auto- 
mobiles, electric equipment, farm = ma- 
chinery, and construction equipment. 


Characteristics of Canadian Stocks 


There indications of the 


increasing demand for Canadian stocks. 


are many 
Toronto Stock Exchange volume is at 
record levels and seats on that Exchange 
are currently selling at twice the price of 
New York Stock Exchange seats. Since 
December 1951 when Canada removed 
all restrictions on securities transactions, 
there has been a growing number of 
U. S. stock 
exchanges, particularly the New York 


Canadian stocks listed on 


Curb Exchange, where some eighty Ca- 
nadian issues are now actively traded. 
Some Canadian stock exchange firms 
have established branches here and 
United States stock brokers have done 
likewise or have entered into agreements 
with Canadian brokers for the execu- 
tion of orders on the Toronto. Montreal. 


and other Canadian exchanges. 
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The predominant public interest in 
stocks today is centered 
mines and the Each 
be divided into 


Canadian 

around the 
of these groups may 
three categories. The first category in- 
cludes the stocks of established pro- 
ducers and integrated companies such 
as Imperial Oil Ltd.. The British Amer- 
ican Oil Co.. Ltd... McColl-Frontenac Oil 
Co.. Ltd.. and Royalite Oil Co.. Ltd. to 
name but a few of the oils. and Alumi- 


oils. 


nium Limited, The Consolidated Mining 
and Smelting Co. of Canada, Ltd., Nor- 
anda Mines, Ltd. and The International 
Nickel Co. of Canada. Ltd., as examples 
of the mines. The second category is 
concerned with exploratory companies 
with proven management and ample cash 
resources, The third category is con- 
cerned with speculative prospects — the 
so-called “penny stocks.” 


Certain investors in the United States, 
although recognizing the growth poten- 
tial in Canadian stocks, have delayed 
their purchases in some instances be- 
cause of a general misunderstanding of 
the following principles: 


1. Although Canada withholds a 15% tax 
against dividends paid to non-residents, 
this tax under a treaty with the United 
States may be used as a credit against 
U. S. Federal Income Taxes. 

2. A treaty in existence for a number of 
years between Canada and the United 
States eliminates “double taxation” with 
regard to Federal Succession Duties and 
Inheritance Taxes. Only two provinces 
(Ontario and Quebec) levy Succession 
Duties but such duties may be waived 
if the Canadian company has a transfer 
agent in the United States. 

3. The dividend policy of many Canadian 
corporations is less liberal than those 
of comparable United States corpora- 
tions. During periods of expansion the 
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investor in the United States should 
look at capital appreciation rather than 
liberal dividends. 

It was stated many years ago by an 
eminent statesman that the twentieth 
century would belong to Canada. This 
remark was to emphasize that when 
Canada’s vast but then undeveloped 
natural resources were needed, its eco- 
nomic development might parallel that 
of the United States in the last half 
of the nineteenth and first quarter 
of the twentieth. There is every indica- 
tion that this prophesy is today being 
fulfilled, and that Canada is in the early 
stages of what may be one of the greatest 
economic developments in history. 


To Serve You 
in Canada 


* 


Our business is that of a trust 
company; we are not engaged in 


banking. 


Incorporated and organized in 
1889, we now have assets aggre- 
gating hundreds of millions of 


dollars under our administration. 


If you have, or want to acquire, 
any kind of property in Canada, 
we can serve you. Our Managers 
and Trust Officers 


rienced and reliable, and we be- 


are expe- 


lieve our Investment and Real 
Estate Departments have excep- 
tional ability and facilities for 
advising and aiding those who 
wish to participate in the devel- 
opment and expansion of Can- 


ada. 
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The new plant of Canadian Industries Ltd. 
on the St. Lawrence River will supply nylon 


for the expanding textile 


industry. 


intermediates 


Investment and Social Effects 
of Pension Funds 


Pensions and social security and wel- 
fare provisions within the ability of the 
economy to meet are a constructive and 
anti-inflationary force in the opinion of 
Dr. Marcus Nadler. economic consultant 
of The Hanover Bank of New York 
City. This is accomplished by removing 
from individuals and corporations an 
estimated $1.2-$1.8 billion a 
purchasing power which is channeled 
through the banks and insurance com- 
panies for investment. 


year of 


Dr. Nadler also cited the important 
effects of social security tax receipts 
upon the money market and noted that 
at the end of 1951 these funds in Gov- 
ernment trust accounts totalled $23.4 
billion, or 9.1‘, of the outstanding 
Treasury debt. One outstanding feature 
of the large capital accumulations going 
into institutional investment hands has 
been their preference for high-grade 
bonds, with the result that the bond 
market in general has tended to become 
a highly institutional market. 
retirement 


Although and 


plans have been in force for some years 


pension 


in a limited number of plants, their full 





and several other states 


50 Broadway 


SHAWMUT ASSOCIATION _ 


COMMON STOCK 
Current Return 
5% 
The stock of this investment trust qualifies in our opinion 


under the “Prudent Man” laws of New York, Pennsylvania 


INFORMATION AVAILABLE. 


EISELE & KING, LIBAIRE, STOUT & CO. 


ESTABLISHED 1868 
Members: New York Stock Exchange 


social significance will not be subject 
to appraisal until they have carried 
through a period of lower business ac. 
tivity with the dislocations which hard 
times bring. As Dr. Nadler viewed the 
picture, however, we may regard the 
following developments as logical: 


(1) Pensioners will move to milder 
climates or where there are facil- 
ities suited to their special inter- 
ests or hobbies. or even abroad 
if living costs are lower and 
means permit. 


(2) To the degree that retired people 


are dependent upon pensions, 
they will be more vitally inter. 
ested in the preservation of the 
purchasing power of the dollar 
and in resisting raids upon the 
Treasury by special groups, as 
well as maintaining a reasonable 
commodity price level. Likewise, 
as they may wish to supplement 
their perhaps inadequate income 
by part time employment, they 
will resist the restrictive tenden- 
cies of unions. 


There is also the ever-present possi- 
bility, according to Dr. Nadler, that a 
large body of retired people upon fixed 
incomes may be misled by unsound 
schemers to demand larger pension 
benefits from the public purse, as well 
as socialized medicine. hospitalization 
and low-rent housing. particularly those 
who have worked without thought to 
the day of retirement which, observed 
Dr. Nadler, should be prepared for in 
advance by economic education and 
the creation of interests to fill the void 
left by departure from regular employ- 
ment. For example, the retired specialist 
or executive can often find consultant 
work in his specialty. In any event, the 
need for training for retirement is as nec- 
essary as for employment. Dr. Nadler 


concluded. 
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us in the handling of most estates have increased beyond the capacity of any 
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‘ll trust departments ...supported by the expert counsel of the 
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pe legal and insurance professions... is it still possible for persons of means 
ed 

i to secure adequate trusteeship for the care of their property 
oid 





oy: and the protection of their heirs. 
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New England Fund 117.4 61.4 159.6 +158) 3.86 
Selected American Shares - 123.8 60.9 $174.4 174) 4.29 
Sovereign Investors - - 62.5 135.0 134] 5.60 
State Street Investment Corp. - 92. 60.7 242.4 235) r2.86 
Wall Street Investing Corp. - F —- — $217.6 217) 3.65 
AVERAGE: STOCE. FUNDS —_.. 108.1 63.2 195.6 a 3.80 
90 STOCK INDEX (Standard & Poor’s) —..._.| 106.7 59.3  %201.7 21, — 
CONSUMERS PRICE INDEX (B.L.S.) — — 99.6 n189.6 — 
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COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represent? obtaine 
dates indicated are added all capital distributions to such date and the re- the annual period with the 
sultant sum is divided by the 1939 base offering price. month-end offerim® ending | 
‘ ; —— AIN RRIBU 
COL. 19 represents the current month-end bid (col. 16 less all capital distri- oa ant eels 


Founded 1784 butions) divided by the 1939 base offering price. cannes oaitel. 


INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES OR®ED AFT 
panies out of income earned from dividends and interest on their portfolio on the date they @@e busin 
securities (excluding all capital distributions). or balanced funds #ence at th 
@ Principal index begins after 1939 base date. t—nine months’ period. 
+Ex-dividend current month. n—new series; old 191.1. 
tHigh reached current month. r—plus rights. 
Member Federal Deposit Insurance Corporation *Merged with Loomis-Sayles 2nd Fund May Ist. 


**Became balanced fund in 1945. 
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7161@ 3.26 5.17 7136.8 3.86 
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2013 3.05 173.4 4.9 
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168 4.53 93.8 3.78 
14 3.37 134.5 5.69 e@ 
+171 2.50 7144.1 4.40 
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+121 5.52 + 79.6 3.69 
+19 5.29 $135.6 3.07 
18} 2.65 178.1 1.96 
20 4.61 166.6 3.69 
+16 4.36 1137.9 3.20 
23! . 6 oS 
109] 5.67 3.66 94.9 6.07 @ 
+158) 3.86 5.59 131.5 3.99 
174) 4.29 5.02 141.6 4.65 
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194] 3.80 4.19 155.3 4.18 
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sricePec. 30, 1939. 


present obtained by dividing such dividends accruing over 
period with the stated date by the average of the twelve 
offering ending on the corresponding date. 

GAIN RIBUTION column (18) represents percentage of 
, if any Capital gains or any other sources, for the current 


od. 

ES ORBED AFTER 1939 are given an initial index number 
» they @@e business equal to the average of all those stock 
| funds #ence at the time. 


t*Not included in balanced or stock average. 
tea Name changed from Russell Berg Fund. 
tea aName changed from Nesbett Fund. 
**Name changed from Mass. Investors 2nd Fund. 
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This new issue of Capital Stock is being offered 
by-the undersigned by means of the Prospectus. 











380,000 Shares 


(Par Value $1) 


Initial Offering 
Price $10.72 per Share 


Prospectus may be obtained from the undersigned. 


JOHNSTON, LEMON & CoO. 


Southern Building 
WASHINGTON 5, D. C. 





TAX EFFECTS OF BUY-SELL AGREEMENTS 


CARL A. STUTSMAN, Jr. 


Member of California State Bar, Los Angeles 


URVIVOR PURCHASE AGREEMENTS can 

become dangerous traps for the de- 
cedent’s heirs, if they do not serve to 
peg, for tax purposes, the value of the 
interest being sold. The terms of a spe- 
cifically enforceable agreement require 
that the interest be sold at the agreed 
price, even though it is conceivable that 
the sale proceeds might be even less 
than the death taxes attributable to the 
interest. The tax will ordinarily be 
measured by the fair market value of 
the stock or business interest owned by 
the decedent, which, according to the 
Regulations, is to be determined with 
reference to the net value of underlying 
assets and their demonstrated earning 
capacity.' If the agreement is drawn so 
that the price to be paid does not com- 
pensate for these values, and they can 
be shown to exist, the parties can rest 
assured that the Commissioner will not 
honor it. 

One of the primary requisites of a 
survivor purchase agreement, in order 
for it to control or influence estate tax 
values, is that it must be effective to 
restrict a transfer of the interest during 
the lifetime of the parties, as well as at 
the death of either of them. If such 
agreements by their terms are operative 
only at the time of death, leaving the 
parties free to dispose of the interest 
elsewhere during their lives. the agree- 
ment is looked upon as primarily testa- 
mentary in nature, full ownership of the 
shares or interest not ceasing until 
death.” Although the fact that an agree- 
ment may be testamentary in nature 
does not necessarily indicate that it may 
not influence or determine the value of 
the interest being transferred, the courts 
are inclined to question agreements of 
this type, particularly if the buyer is a 
natural object of the decedent’s bounty.* 

The effectiveness of survivor purchase 
agreements for valuation purposes de- 
pends basically upon the adequacy, in 
money or money’s worth, of the consid- 
eration to be paid by the survivor. If it 
is not reasonably adequate by objective 
standards, the Commissioner will prob- 


1Reg. 105, Sec. 81.10(a), (d). 
2Estate of Matthews, 3 T.C. 525; Claire G. Hoff- 
man, 2 T.C. 1160, 1176. 


8Claire G. Hoffman, supra. 
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This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 


Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 


ably not be precluded from questioning 
the purchase price.* 


Valuation Factors 


The usual agreement provides a val- 
uation formula which. for expedience, 
is related to book values behind the part- 
nership interest or stock being trans- 
ferred. Entirely aside from the question 
of the existence of good will, book 
values may or may not represent actual 
values of the assets. The cost of an 
item to the business may have been low. 
or depreciation may have been claimed 
which was for one reason or another 
excessive. Other adjustments might be 
required in order that book values co- 
incide with actual values. If factors of 
this type exist, they should be taken into 
consideration in the drafting of the in- 
strument, in order that the ultimately 
determined price may be supportable. 


It is sometimes provided that the 
selling price will be tied to the value of 
the interest as determined for estate or 
inheritance tax purposes. This proced- 
ure has certain advantages, but also, 
frequently, the disadvantage of the de- 
lay occasioned in determining these 
taxes. However, it should obviate the 
possibility of a dangerous discrepancy 
in the two amounts. Such a clause 
should be drafted to permit the pros- 
pective purchaser an opportunity to 
offer evidence and participate in the 
determination of values. He might other- 
wise be considered a stranger to the 
valuation proceedings, for estate or in- 
heritance tax purposes, and the executor 
might not be unduly concerned with 
values fixed by taxing authorities. 


The principal unknown for valuation 
purposes is good will. Frequently, the 
parties do not consider that such a 
factor exists, or they do not wish to in- 
clude it in the price to be paid. It is not 
unusual for the parties to provide that 


*Reg. 105, Sec. 81.10(d). 


the price be limited by book values, and 
only in rare instances does good will 
appear on the books of a business at 
anything but a nominal figure, if at all. 
The Tax Court has emphasized that if 
the Commissioner can establish that 
good will attaches to a business by 
application of the usual criterion or 
formula for determining its existence, 
a survivor purchase agreement will 
probably not serve to eliminate the tax 
attributable to this value, even though 
no compensation is to be paid therefor. 

On the other hand a District Court held 
an agreement between father and son 
controlling as to tax values even though 
it served to transfer valuable stock at a 
zero price.© The agreement was one 
which restricted a sale during the lives 
of the parties. The court refused to ig- 
nore the Lomb and Wilson decisions of 
the Second Circuit,’ and the decision 
may afford an opportunity for the Cir- 
cuit to reexamine its position since, on 
the facts, it would appear to go further 
in holding such an agreement to control 
tax values than any other case. The 
court brushed aside an argument that 
the effect of the agreement constituted a 
testamentary transfer without full and 
adequate consideration and made no 
finding as to the fair market value of 
the stock transferred, which the Com- 
missioner had determined to be $100 
per share. 

If the business history shows a good 
will factor which can be assumed to 
survive the death of either of the parties, 
it would appear that some consideration 
should be given to payment therefor if 
the agreement is to be effective to peg 
tax values. 


Both Assets Taxable? 


Another problem in draftsmanship is 
to guard against the possibility that, if 
the agreement is funded by insurance, 
both the policy proceeds and the busi- 
ness interest are not included in the 
decedent’s taxable estate. In a properly 
drawn agreement, all insurance is main- 
tained by either the corporation, the 





5Estate of Maddock, 16 T.C. No. 41. 

®May v. McGowan, 51-1 USTC, 410808; U.S.D.C., 
WD. 3.F. 

7Lomb v. 
Bowers, 57 F. 


Sugden, 82 F. (2d) 166; Wilson v. 


(2d) 682. 
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prospective purchaser, or an independ- 
ent trustee. The holder of the policy 
receives the proceeds on the death of 
the partner or stockholder and_ they 
are then used to acquire the stock or 
interest. The decedent has not paid the 
premiums on the matured policy. nor 
has he had any of the incidents of own- 
ership in that policy. 

A 1947 Bureau ruling indicated that 
the Lehman doctrine of 
might be distorted in an effort to es- 
tablish that the taxable 
on the insurance proceeds on the theory 


cross - trusts 


decedent was 
that he had indirectly paid the premiums 
which had been paid by his surviving 
in turn, matched 
by his own premium payments.* The 


associate—which were 
Tax Court refused to approve such an 
unconscionable result,” and the Bureau 
has acquiesced in the Tompkins deci- 
sion.'” If, however, the insurance is so 
handled that the could be 
shown to have made indirect premium 


decedent 


payments. or had incidents of owner- 
ship. with respect to the policies on his 
own life, this difficulty might be posed 
since the business interest seems clearly 
to be includible in his gross estate under 
Section 811(a) of the Code and the in- 
surance also might well be taxed to the 
estate under Section &11lig). 

Thus it is important that the source 
of premium payments and ownership 
of the policy not be allowed to become 
obscured. particularly in partnership 
cases. If the partners do not pay the 
premiums on the policy held by them 
from the 


should be charged to their drawing ac- 


separate funds. payments 
counts on the partnership books and not 
simply to an insurance account. 
Although both 
taxed if the agreement is drawn prop- 
erly, it appears certain that both can- 
not be from. the 
estate.'' The most logical result would 


will not be 


assels 


excluded decedent's 
appear to be that the business interest 
or stock would be taxed to the estate 
to the extent of its value, either as fixed 
by the agreement or otherwise deter- 
mined. If the value of the interest 
should, by chance, be less than the in- 
surance would 
probably be made to tax the estate with 
the the policies under the 
theory of the Dobrzensky case that the 
partnership interest had been used to 
acquire the insurance proceeds.'” 


proceeds, an attempt 


excess of 


8Tax Aspects of Survivor-Purchase Agreements,” 
Laikin and Lichter, Wisc. Law Review, Vol. 1948, 
p. 139. 


*Estate of Ray E. Tompkins, 13 T.C. 1054; Ealy, 
10 T.C.M. ——-(1951), CCH Dec. 18302 (M). 

1°1950-1 C.B. 5. 

"Cf. Estate of Riecker, 3 T.C.M. 1293 (1944). 

'"M. W. Dobrzensky, 34 B.T.A. 305 (1936). 
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If the agreement provides a mere 
option in the survivor to purchase the 
decedent’s interest, the additional uncer- 
tainty is introduced of making post- 
death events operative on the valuation 
question. Obviously, no problem exists 
unless the option is exercised in which 
event the purchase and sale becomes 
an obligation which should bind the 
Government, absent other disqualifying 
factors. However, a firm obligation in 
the agreement seems preferable from 
purely a tax point of view. Probably the 
usual party would prefer this procedure, 
protecting his estate against a forced 
liquidation sale. 


Gift Tax Phases 


The principal gift tax aspects of these 
agreements are two-fold. First, a prob- 
lem might arise as to whether the mere 
execution of such an agreement might 
constitute a taxable gift from one party 
to the other. Since the question of 
which of the parties is the donor and 
which the donee, must necessarily de- 
pend upon which survives, so far as 
the mere execution of such an agree- 
ment is concerned, the problem will 
generally turn on whether one party 
is the natural object of the other’s boun- 
ty. If such is the case, and if the price 


In a year, 45.8% of the people 
on this bank’s mailing list 
requested the master booklet 


The Trust Officer reports: 
‘‘After each mailing, there seems to be 


a definite interest in information, 


as well as a fair number of requests 
that this Bank be named executor.” 


The price you pay for trust advertising 
doesn’t determine its cost or value. 
The amount of business that you get, 
for every dollar you invest, 
is what counts. 


Without obligation, ask for a mail demon- 


stration of a trust promotion program 
that should be a profitable investment 
for your bank. 


* 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 


CHICAGO *% NEW YORK 
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to be paid appears not to be fair and 
reasonable, it is arguable that the exe- 
cution of such an agreement might con- 
stitute a gift, if the predeath right of 
disposition is restricted. If it is a gift, it 
would seem clear that it would be a gift 
of a future interest. as to which no 
annual exclusion would be allowable. 
It would also appear to be a gift which 
would be includible in the donor’s gross 
estate under Section 811(c) of the Code 
as a transfer effective at or after death. 

In the final analysis, this question 
would be answered by a determination 
of whether the price to be paid by 
either party as a prospective purchaser 
was fair and reasonable, since at the 
time of execution of such agreements 
the question of which party will survive 
the other is necessarily a matter of 
speculation. If it can be shown that the 
purchase price is or will be reasonable, 
it is obvious that no gift would be 
involved.'* 

The second gift tax significance of 
such agreements is. again, their effect 
upon a valuation of the stock or inter- 
est presently transferred. This, of course, 
assumes that lifetime transfers are not 
restricted by the agreement, which, as 
was indicated previously, should be 


Reg. 108, Sec. 86.8. 


The Executor 
Must Know 
Values 


@ The prudent administration 
of an estate requires a re- 
liable inventory and valua- 
tion of the assets. 


> 
American Appraisal Service 


provides a trustworthy basis 
for determining estate and 
inheritance taxes, and for 
the control, liquidation, and - 
distribution of the assets. 


The AMERICAN 
APPRAISAL 


Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 
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permitted only to a limited extent in 
drafting these agreements. The basic 
difference from estate tax valuation is 
that the right of retention of the prop- 
erty transferred must be considered, if 
the buy-and-sell option is exercisable by 
a third party only at some indeterminate 
future date. The leading case is Comm. v. 
McCann,'* which held that book value 
at which certain stock, transferred by 
one party to another, had to be sold 
to the issuing corporation, if it should 
be disposed of to anyone but another 
employee, would not limit the value of 
the stock for gift tax purposes, in view 
of the valuable rights to dividends, and 
so forth, which were being acquired by 
the donee. 

Such restrictions on ownership are 
certainly evidentiary on the question 
of value, since any asset which is not 
freely marketable is less valuable than 
it would be without 
However, at the present time they are 


such restrictions. 
only evidentiary and probably not con- 
trolling. 


Tax Bogey-man 


Generally speaking, the stricter the 
terms of a survivor purchase agreement, 
the more apt it is to be controlling for 
tax purposes. The inclusion of restric- 
tions is largely a matter of what the 
parties are willing to do with reference 
to their property from a business stand- 
point. However, it seems not too much 
to say that, unless survivor purchase 
agreements can be made to achieve their 


14146 F. (2d) 285 (2d Cir. 1944). See also, Spit- 
zer v. Comm., 153 F. (2d) 967 (2d Cir. 1946). 





purpose without undue tax risks, they 
are probably better left among those 
sound ideas which are indefinitely de. 
ferred. 

A 8 a 


Executor’s Sales Subject to Tax 


Sales made by executors and admin- 
istrators (including banks) in the course 
of administration of decedents’ estates 
are subject to tax under the California 
Sales and Use Tax Law to the same ex- 
tent as are other sales, according to a 
ruling dated April 21, 1952 from Harry 
L. Say, State Board of Equalization. 
Interpreting Ruling 81, it is held that 


the executor or administrator will be 
considered a “seller” and subject to 
tax with respect to all retail sales 


made if, during the administration of a 
particular estate, he makes three or more 
sales in substantial amounts during any 
twelve-month period. If the amounts of 
the sales are relatively small, a greater 
number of sales would be required to 
establish the person making them as a 
seller. Sales in insignificant amounts will 
not be counted in determining whether 
there have been as many as three sales 
in twelve months, but all sales at retail 
will be included in the measure of the 
tax if the executor or administrator has 
been established as a seller by having 
mades sales, whether or not for resale, 
sufficient in volume and number. 

Section 6019 of the Revenue and Tax- 
ation Code does not apply to sales by 
executors and administrators. The mak- 
ing of sales by a bank or other person 
serving as executor or administrator in 
one estate does not affect the applicabil- 
ity of the tax with respect to sales made 
by the same person or firm acting as 
representative in a different estate. 


TROSE any 


CHARLOTTE, NORTH CAROLINA 


Your headquarters for North Carolina 
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‘| State Tax Reports... 


as © State taxation once was easy. The property tax, a franchise tax, and 
a few license taxes made up the picture. But now all this is changed. 





¢ New and drastic forms of taxation have been created, rates have sky- 

rocketed, more and still more tax money is demanded. Today, as never before, 
correct, continuing tax information is vital to effective, economical business management. 
And not just at return time, but all through the year. Tax control must be carefully planned, 
plans constantly revised to match the swift pace of present-day tax changes. 


* For these basic reasons Tax Men everywhere welcome the special assistance of CCH’s 
State Tax Reports. 


* Forty-eight states and the District of Columbia are each individually covered by CCH's 
State Tax Reports, each state the subject of its own reporting unit. Swift, accurate, con- 
venient, the informative regular issues of each unit keep your tax facts and information 
constantly up-to-the-minute. Coverage includes new laws, amendments, regulations, rul- 
ings, court and administrative decisions, return and report forms—in short, everything 
important or helpful in the sound and effective handling of corporate or individual state 
taxes and taxation. 


Write for Full Details of Reporting for Your State 
COMMERCE, CLEARING, HOUSE, INC.. 


SAAS AAAS AAAAANAAAAAAAAAAAAAAAAAAAAAAN AAANAANAAAAARAARANANNS Annan 


PUBLISHERS OF TOPICAL LAW REPORTS 


CHICAGO 1 NEw YORK 36 WASHINGTON 4 
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Trust Booklets 
A copyrighted “Tax Calculator” was 


recently published by the Portland 
(Ore.) Trust Bank containing estate, in- 
come and gift tax charts. The estate 
chart, for example, shows the total 
Federal and Oregon taxes on typical! 
adjusted gross estates ranging from $10,- 
000 to $2,000,000 under three different 
conditions: a) if the decedent is un- 
married or married and leaves none of 
the estate to his spouse; b) the taxes 
on both estates of a couple with the 
owner of the estate being the first dece- 
dent and with outright bequests to the 
surviving spouse of varying percentages 
or 100‘ in trust with a 50‘ power of 
appointment to the surviving spouse: 
c) how the last mentioned plan would 
work out if one gift is made jointly 
during life to a lineal heir in several 
amounts: d) the difference in tax saving 
between a 100‘: bequest to the surviv- 
ing spouse and the trusteed plan out- 
lined above. or such a plan combined 
with a 50 gift. 

Six questions entitled “How Do You 
Score Your Investment Program?” ap- 
pear in the summer edition of Ann Ar- 
bor (Mich.) Trust Co.'s publication, 
“You and Your Family,” each with 
for individual 
checking. The readers are then told 
that “six hundred investors in our Trust 


and “no” boxes 


“ves” 


“A” Fund are able to vote “yes” on 
all of these questions.” 
The 64-page booklet —“Your Will 


Power” — prepared by Crown Trust Co., 
Toronto, is thought provoking in man- 
ner and extensive in coverage of the 
matters to be considered when making 
a will. Many of the important ideas 
are conveyed through questions directed 
to the reader. (e.g. Have you considered 
the effect on your estate if your wife 
were to die before you without leaving 
a will?) The book states frankly and 
refreshingly on its first page that “if 
you have no wife nor children, no 
parents nor dependents, no friends nor 
obligations, no church nor charitable 
interests, no possessions, this book will 
not interest you. It has 
for those interested in what will happen 
to their estates and their dependents.” 


been written 


A unique phrasing for the establish- 
ment of a living trust appears in a re- 
cent issue of Montreal Trust Co.'s high- 
ly readable publication, “Forethought.” 
In a story of a businessman in semi-re- 
tirement who found the management of 
his investments a chore because he was 
no longer in constant touch with his 
bank and his broker, reads _ that 
“It was his friend that suggested that he 
‘write himself into his Estate’ and get 


one 


some enjoyment from it while at the 
same time protecting his family. “Why 
not’ said his friend ‘be a_ beneficiary 
of your own Estate? You will not only 
rid yourself of worrisome detail but you 
will have an opportunity to observe how 
vour affairs will be managed after you 


are gone. 
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TRUST COMPANY SHOW WINDOW 


To promote its various services, Chartered Trust Co. provides a show window at its main 

office in downtown Toronto. The window gives a full view of the main banking room, 

but features dramatic displays illustrative of its savings, reai estate, stock transfers and 

trust and estate business. The displays are changed every three or four weeks, depending on 

their drawing power. Costs have been kept well below $500 per window. The above 
illustration features estate settlement. 





Attention Arresters 
in 
Trust Ads 


“You Wouldn’t Just Put On Your Hat 
and Walk Out,” if you had to leave your 
family and your business for a year, ad- 
vises an ad from First and Merchants 
National Bank, Richmond, Va. The pic- 
ture of a happy family at home rein. 
forces the idea and the text develops 
the importance and wisdom of an at- 
torney-drawn will, including the words, 
“Be sensible about it. Don’t ignore an 
absence that is certain to occur.” 


The story of a wealthy Texan who 
was twice married, and wrote his own 
will attempting to dispose of the entire 
community estate follows the heading, 
“The Will That Failed” in a Houston 
Bank & Trust Co. ad. Text advises those 
who have written their wills to 
check with their attorneys and if ne- 
cessary draw a new will. 


own 


A new approach to will-making ap- 
pears under a picture of marshland and 
water-birds which quotes from Bryant's 
“To a Waterfowl” and then continues 
“As mysterious as the flight of a bird 
through space is man’s journey through 
life. No parent can prescribe or predict 
the pathway his son or daughter will 
choose. But you can make their steps 
more sure — financially.” This intro- 
duction to the will-executor-trustee story 
comes from American National Bank & 
Trust Co., Chattanooga, Tenn. 


Ac- 
count are heralded by the question, 
“Did You Enjoy It?” in a Baltimore 
(Md.) National Bank ad which states 
that “if handling your investment de- 
tails is just another bothersome chore” 


The advantages of an Agency 


the agency account service (details list- 
ed) gives “increased leisure, and safe- 
guards your investments, at a very low 


cost. 


Pictorially representing a life insur- 
ance policy being added to the cash as- 
sets of an estate, a Charleston (W. Va.) 
\ational Bank ad suggests to the reader 
that he “Make Up The Difference” by 
insurance if his “present estate would 
not provide adequate income” for the 


family. 


The picture of a home dwelling and 
the question “Do You Have Enough In- 
surance Coverage?” heads a Lynchburg 
(Va.) Trust & Savings Bank ad which 
discusses changes in values 
and states “It is time to re-examine your 


property 


insurance coverage .. . go over it with 


your insurance agent. 
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FORUMS ON THE CIRCUIT 


THE STATE-WIDE FORUM PROGRAM of 
United States National Bank, Portland, 
Ore., which carries the forum activities 
to branch banks in many communities, 
illustrates once more the advantages of 
careful preparation in this field. The 
team of speakers from the main office in 
Portland are not only thoroughly cap- 
able of presenting their subjects, but 
also are accustomed to working together 
as an educational unit. The staffs of the 
branches coordinate with the traveling 
team by making all the local prepara- 
tions, including compiling the list of 
people to be invited and encouraging the 
customers and friends of the branch to 
be on hand when the meeting night 
arrives, 

Three years of experience with the 
forum circuit have brought results that 
have pleased both the branch staff mem- 
bers and the trust officers in terms of 
increased good will and actual trust and 
commercial brought to the 
bank. This forum schedule 
began at Salem on March 6, continued 
through the spring, and will conclude 
next November in Portland. Other com- 
munities on the line are Eugene, Kla- 
math Falls, Medford, Pendleton, Astoria. 
Bend, The Dalles, Corvallis and Rose- 
burg. The topics covered this year are: 


accounts 
year the 


Modern Estate Plans; Our Organization 
Where There’s A Will. 
The team of speakers from the trust 
department includes: R. M. Alton, vice 
president and trust officer; W. D. Hin- 
son, the just retired D. W. MacKay. 
L. B. Staver, trust officers; H. F. Pri- 
deaux, assistant trust officer; and Ben 
Fortner. 


and Services: 


A four meeting forum series for wo- 
men was sponsored in May by First 
National Bank, Marion, Ind., with ses- 
sions in the school auditorium. These 
Tuesday evening programs followed the 
general theme, What Every Woman 
Should Know About Money. The indi- 


vidual topics and speakers were: 
SPEAKER SUBJECT 


George E. Rogers, vice presi- Inflation and 


dent and director of the Personal 
bank Financial 
Planning 


Robert R. Batton, chairman of Wills, Trusts 
the board of the bank and and Estates 
Indiana attorney 

Herbert C. Graebner, C.L.U., Life Insur- 
Dean of College of Business ance, a Vital 
Administration, Butler Uni- Part of 
versity, Indianapolis Your Estate 

Samuel P. Good, president of Investments 
the bank 
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Gets Award for Forum Work 


Competing with women from the eleven 
western states and British Columbia, 
Mildred F. May, assistant cashier of the 
Valley National Bank, Phoenix, was re- 
cently awarded a second prize in the 


Frances Holmes Awards competition 
sponsored by the Los Angeles Advertising 
Women, Inc. Mrs. May, head of the 


bank’s Special Services Department, re- 
ceived her second prize in the Public Re- 
lations Division, for her presentation ef 
material covering the Women’s Finance 
Forum sponsored by the Valley National 
Bank in Tucson last fall. The presenta- 
tion was made by movie star Barbara 
Stanwyck. 





Preliminary preparations for a 
Women’s Finance Forum sponsored by 
Lincoln National Bank & Trust Co., 
Fort Wayne, Ind., resulted in 2,000 in- 
vitations from which 600 applications 
were received for the 400 available seats 
in the bank lobby. Four evening ses- 
sions, spaced a week apart, began at 
7:30 with a lecture. moved on to the 
question period, and wound up with 
refreshments in the bank’s cafeteria. 
Preparation and _ promotion were 
handled by Mrs. Marie Cushing, secre- 
tary to the president. The program: 


Speaker Subject 
Charles H. Buesching. presi- Investments 
dent of the bank and 


Insurance 


Mark Overmyer, vice Real Estate 


president & Mortgages 
Earl G. Schwalm, vice Wills, 
president and trust officer Estates & 
Trusts 
Coleman L. Isaacs, vice presi- Personal 


dent, in charge of consumer Financial 
credit financing Planning 


A A A 


The American Trust Company, Char- 
lotte, N. C., awarded James Chesley 
Renberg, Macon, Ga., first prize in its 
annual will-drafting contest conducted 
among law students. 





Bank Host to 
University Finance Club 


A visit to Harris Trust and Savings 
Bank was an important feature for the 
young men of Indiana University’s Fi- 
nance Club when they journeyed to Chi- 
cago recently for a two-day study of 
financial institutions. They were greeted 
by president Mark A. Brown. a fellow 
Hoosier, and taken on a tour of the 
bank for a better understanding of 
many of the practical aspects of bank- 
ing functions and trust operations. Fif- 
teen of the senior officers joined them 
in the directors’ room for informal dis- 
cussion of financial subjects. 


FO 
TRUST 
SERVICE 


DETROIT 


and 


MICHIGAN 


NATIONAL BANK 
OF DETROIT 


32 BANKING OFFICES 


Member Federal Deposit Insurance Corporation 
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An Australian Looks At 





that the trustee should have a fixed 
place of business or abode and not be 
of a peripatetic nature. Indeed the trus- 
tee who leaves his own country and 
departs to one of the minor South 
American republics along with the trust 
funds and a blonde for company is one 
of the humorous figures of English 
literature. It was by way of exception 
to the rule therefore that I recently had 
the good fortune to make a voyage 
round the world which gave me the 
opportunity to spend some time in the 
United States, England and the Conti- 
nent with short looks at odd spots such 
as Fiji, Honolulu, Cairo, Calcutta and 
Singapore. During this voyage I was 
engaged on an examination of the 
Trust business in the United States and 
England with the object of acquiring 
information concerning the nature and 
methods of operation of Trust institu- 
tions in those two countries. Before I 
set out on my travels I only vaguely 
suspected that the conditions under 
which professional Trust business is 
carried on in Australia might be differ- 
ent in many respects to those under 
which it is carried on in the bigger 
countries. It did not take me long to 
discover that not only are there many 
differences, but that an Australian 
Trust man has very much to learn from 
his counterparts in the United States 
and England. 

In the United States I soon discovered 
that the first thing I had to do was to 
learn to speak the local Trust language. 
This commenced with translating simple 


iF IS AN ESSENTIAL OF TRUSTEESHIP 


expressions such as “ordinary shares” 
into “common stocks.” From there I 
proceeded to discover that Accounts 
Departments are better known as Tab- 
ulating Departments and the doleful 
word “Writ” is replaced by the equally 
doleful “Surcharge.” 


I discovered also 
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that the Ausiralian word “Solicitor” is 
only used in the Trust business in the 
United States in a derogatory sense, 
the corresponding American term being 
Attorney, a word which in Australia is 
usually associated with gentlemen who 
deal in the mysteries known as Patents. 
Although in all I acquired a liking for 
American realism in language I must 
confess it took me some time to adjust 
my mentality to the use of such ex- 
pressions as “cage crew” 
crew which would probably be_ re- 
garded by the Unionized staffs of Aus- 
tralian Trustee Companies as hurtful to 
their dignity. 

I also had to accustom myself to the 
practice both in the United States and 
England of carrying on a Trust depart- 
ment as part of general Banking busi- 
ness. This concept is unknown in Aus- 
tralia, where Trustee 
companies depend for 
the bulk of their bus- 
iness on good-will. In 
the States and in 
England the Trust 
Department enjoys 
the obvious 
tage of being supplied 
by the general Bank- 
ing Department with 
a long list of poten- 
tial customers, but it 
is apparently 
sary, in the larger 
American Banks at 
any rate, to maintain 
a New Business De- 
partment to ensure 
that full advantage is 
taken of the potential 


advan- 


neces- 


market. 


Another major dis- 
covery I made in re- 
lation to the amount 
of corporate trust 





The author, Master to 
of Laws and Bachelor the 
of Commerce in the 
University of Mel- 


bourne, and Solicitor ( 
of the Supreme Court 
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to anything like the same extent as in 
the other two Countries. 


Commission Rates 


Commission rates of course inter- 
ested me a good deal. In Australia 
Trustee Companies carry on_ today 


under scales of commission rates laid 
down in the different States some sixty 
years ago. In estate matters the maxi- 
mum commission on corpus allowed by 
law is 244° and the present scale is 
214% on the first £50,000, 145% on 
the next £50,000 and 1% thereafter. In- 
come commission rates are fixed at a 
maximum of 5° (on the first £2,000 
of income) and 214% thereafter. These 
charges are for acting both as Executor 
and Trustee and in most States are the 
only charges the Trustee Companies in 
Australia can make, it being so said 
in the States. In the United States not 
only does the scale throughout appear 
to be more liberal—ranging as high as 
7% for corpus commission—but it is 
more intelligent in three particular re- 
spects, namely: 
there is a higher rate of corpus com- 
mission on the smaller and less 
profitable estates. 
the annual fee is related to capital and 


not income alone. and 


the right is granted to apply for addi- 
tional fees in particularly trouble- 
some estates. 

In England, on the other hand, the 

Australia, the 

commission on corpus being somewhat 


rates are lower than in 


as follows for acting as both Executor 
and Trustee: 

134°7 on the first £5,000, 

1144°7 on the next £20,000. 

1“ on the next £25,000 and 

52° on the excess over £50,000. 

These rates, however, are improved 
in practice by charging additional fees 
for the sale, purchase or conversion of 
investments and for cases of unusually 
exacting administration. It was inter- 
esting to notice that whereas in Australia 
Trustee Company commission rates are 
fixed by Statute, in England the Legis- 
lature appears to have taken no inter- 
est in charges at all, and in the United 
States the fees are fixed sometimes by 
Statute y Probate 
Courts. Also, a distinction is drawn in 


and sometimes by 
the United States and England between 
the functions of Executor and Trustee, 
a separate fee being charged for each 
service. In fact the only unanimity I 
observed as regards fees generally lay 
in the complaint of Trustee men all 
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over the world that charges are too 
low! 


Office Methods 


The Office methods of Trust institu- 
tions in different countries vary to some 
extent according to the type of asset 
commonly handled. In England and 
the United States the emphasis is much 
more on Bonds, Stocks and Shares than 
on real estate. Whereas in England fixed 
interest securities are commonly repre- 
sented by a certificate or entry on a 
register, in the United States such se- 
curities are commonly in the form of 
Bonds. The handling of large quantities 
of Bonds necessitates taking elaborate 
precautions against loss by theft or 
otherwise, and a system of duplication 
of records in different departments 
which, while not unknown in Australia, 
is not nearly so elaborate. Despite the 
considerable expansion of secondary in- 
dustry in Australia in recent decades the 
wealth of the nation still largely lies in 
its pastoral and agricultural lands, and 
the emphasis is still on real estate to a 
considerable extent. 


Systems of accounting which I ob- 
served around the world vary from the 
hand-written ledger up to the highly 
mechanized punch-card devices of In- 
ternational Machines and 
Remington-Rand, which are in com- 
mon use in the United States but prac- 
tically unknown in Australia and little 
heard of in England. The punch-card 
system is completely fascinating to a 
visitor from down under. In fact the 
intricate operations performed by the 
more elaborate machines so dazzled me 
that I would not have been surprised 
had one of them looked at the clock, 
remarked that it was time for a break, 
and gone off to the wash-room for a 
quiet smoke! 


Business 


Investment Department 


In the United States where the con- 
cepts of the Common Trust Fund and 
the Prudent Man Rule have been well 
developed, and substantial business is 
done in living trusts, and investment 
agencies, the Investment Department 
has become an important part of a 
Trust institution, and does its own re- 
search. In England the contrary is the 
case, any advice required being sought 
from sharebrokers. The principle of di- 
versification as a prime factor in in- 
vestment management of Trusts seems 
well established in the United States 
but by an Australian this principle as 
well as the concepts of the Common 


Trust Fund and the Prudent Man Rule 


can only be viewed rather sadly as 
things which he can only faintly hope 
to see legally established in his own 
country in the dim and distant future. 
If trustees in Australia are ever granted 
power to invest in ordinary Shares, 
however, they will require to learn new 
techniques and will be faced with the 
expense of establishing and maintain- 
ing a new Department. 

The American practice of applying 
for a Grant of Probate immediately 
after the death seems infinitely more 
sensible than the English and Australian 
practice of waiting until the assets and 
liabilities are ascertained before making 
the application and then only getting 
issue of the Probate after the Duties 
have been paid. Another divergence is 
in regard to Court accounting. This in 
Australia and England is of a nominal 
nature only, whereas in some States in 
America the law requires not only that 
all estate accounts be passed by the 
Court, but also that the Court's approval 
be obtained to the sale of assets. Irre- 
spective of whether Court accounting is 
insisted upon or not. the technique of 
using tickler systems and worksheets to 
ensure that all those things are done 
which ought to be done appears to be a 
great deal more advanced in the United 
States than in the other two countries, 
and more advanced in England than in 
Australia. And in regard to a technique 
of a different sort. namely, that of 
conducting Trust business in branches, 
this is well developed in England where 
the tendency is to keep the size of each 





The Equity Trustees Co., Melbourne, 
Australia. 
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local office down to a maximum of say 
thirty personnel, and to give a good 
deal of latitude to the Manager of each 
branch. 


The Trust Year 


The annual accounts of the Australian 
Trustee Companies for the 1950-1951 
financial year demonstrate that the difh- 
culty of maintaining net profits is now 
apparently being accentuated, the larg- 
est—-the Perpetual of New South Wales 
—having recently passed its interim di- 
vidend altogether, and one South Aus- 
tralian company having declared its 
interim dividend at a considerably re- 
duced rate. 

That profits have barely remained 
steady since before the War is indicated 
by the following table which includes 
the figures for two New Zealand Com- 


panies :— 

1940 (23 Companies) £166,674 
1941 151,641 
1942 129,993 
1943 135,603 
1944 137,440 
1945 143,370 
1946 143,601 
1947 150,334 
1948 138,450 
1949 (24 Companies) 146,131 
1950 152,730 
195] 


138.649 * 





IN 
CANADA 


Guaranty Trust Company 
of Canada is fully equip- 
ped and eminently quali- 
fied to handle the ancillary 
administration of estates 
and other branches of fidu- 


ciary services anywhere in 


Canada. 


Correspondence is invited. 


GUARANTY 
TRUST 


Company of Canada 


Toronto Ottawa Windsor 

Niagara Falls Sudbury Montreal 
Calgary Vancouver 
Authorized to conduct 

the business of a trust company 


throughout Canada 
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The total net profits of the purely 
Australian Companies in 1950-1951 
were £132,768 against £148,430 for the 
previous year, the profits earned by the 
principal Companies in each State in 
1950-1951 and the previous year being: 

Net Profit 


1950 1951 

Victoria 

Trustees Executors Co. £12,102 £12,256 

Union Trustee Co. 13,228 11,951 

Equity Trustee Co. 5,948 5,400 

Perpetual Trustees Co. 7,708 7,388 
New South Wales 

Permanent Trustee Co. 12,035 6,534 

Perpetual Trustee Co. 25,124 15,099 
South Australia 

Executor Trustee Co. 12.727 12,060 

Elders Trustee Co. 11,900 11,930 
Queensland 

Queensland Trustees Co. 9,368 = 10,564 
Western Australia 

West Australian Co. 1,672 1.688 
Tasmania 

Perpetual of Tasmania Co. 3,234 1,071 


From Gross to Net 


The two pricipal causes of difficulty 
in maintaining net earnings in recent 
years have been. firstly the inability 
to obtain consent from the various State 
Governments to increase their charges, 
and secondly the great increase in costs, 
mainly salaries. The Companies in New 
South Wales have now been successful 
in having increased charges approved 
of by Parliament and in Western Aus- 
tralia legislation has been passed en- 
abling the Companies to make addi- 
tional charges for certain services not 
previously charged for separately. In 
this State also the Companies gained the 
establish Trust 
Fund, a privilege hitherto reserved in 
each State to the Public Trustees. 


right to a Common 


As to expenses, Trustee Company em- 
ployees are paid under salary awards 
which have the authority of law, and a 
comparison of the 1939 and 1952 
awards for male employees shows the 
great increase in rates, particularly in 
the lower grades: 





Salary per Annum 


Age 1939 1952 
15/16 £ 47 £226 
20/21 142 510 
24/25 250 665 
30/31 345 805 
31/32 360 830 
32/33 375 858 


The somewhat dramatic fall in Stock 
Exchange prices and to a lesser extent 
that in real estate values in 
months, must diminish commissions. 
The post-war era in Australia has been 
one of great expansion in company in- 
vestment but the attractiveness of the 
Trustee field has been so small that paid- 
up capital invested in Australian Trustee 
Companies has only grown from £1,408,. 
452 in 1944 to £1,528,452 in 1951.* 
The only consolation derived from a 
memory of our college debating days, is 
that statistics which appear to prove 
one thing can, in skilful hands, be made 
to prove just the opposite! 

The Australian Trustee Companies now 
find themselves for the first time in their 
history owing allegiance to a Queen. 
The accession of Her Majesty to the 
Throne was received with approbation, 
but by way of a footnote we mention 


recent 


that the gentlemen of the legal pro- 
fession known in the British Common- 
wealth as King’s Counsel became. in an 
instant, Queen’s Counsel. those of them 
who were engaged at the time in ora- 
tory before the Courts being transmogri- 
fied in mid-flight as it were. 

During 1951 the third Australian 
Conference of Trustee Company Man- 
agers was held in Melbourne, with all 
States represented. One item of busi- 
ness was the adoption by the Association 
of a Handbook of Trustees Powers and 
Duties. During the year also frequent 
references were made to the desirability 
of widening Trustees’ powers of invest- 
ment but no action in this direction was 
taken by the Legislature in any State. 








*Australian Insurance 
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Our facilities and our knowledge 


of this vicinity 


are at your disposal when you serve 
as Executor, Administrator or Trustee 


of an estate with interests in this area. 
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National Bank of Richmond 
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AUSTRALIAN TRUST COMPANIES REPORT YEAR’S ACTIVITIES 


Evper Trustee & Executor Co., L7p., 
Adelaide, South Australia: 
The value of assets comprising the new 
Estates, Trusts, Attorneyships and Agencies 


which came under the Company’s admin- 
istration during the year amounted to 


£3,278,693 (compared with £2,433,000 a year 
ago). Appointments of the Company recorded 
under wills during the year 
continue at very figures. Trust 
funds under the Company’s administration at 
3lst March 1952 totalled £21,238,141 (an in- 
crease of £577,904) The question of 
rapidly rising concern to 
practically every Trustee Company in Aus- 
tralia, and in order to meet the situation in 
New South Wales a bill has just been passed 
through Parliament authorizing increased 
charges in that State. Immediately sanction 
was given, the New South Wales Companies 


new executed 


satisfactory 


costs is causing 


met, and decided upon a new scale which is 
now in force. 

The Victorian Companies are also seeking 
legislative powers to increase their charges 
and it is that an appropriate 
measure will be introduced into the Victorian 
Parliament at an early date. 

Western Australian 
cently obtained parliamentary sanction to cer- 
tain specified additional charges in that State. 


anticipated 


Companies have re- 


Discussions were resumed between the South 
Australian Companies and . . . agreement was 
scale, 
which only requires approval of the boards 
of the respective Companies to become oper- 
ative. It should be pointed out, however, that 
the new rates will only apply to new estates 


reached for the adoption of a new 


and trusts committed to the Company’s man- 
agement subsequent to the date of publication. 
and therefore. it will be 
they become fully effective. 


some time before 


Executor Truster anp Acency Co. or Sout 
Austratia, Ltp., Adelaide: 


The gross revenue of the Company for the 
vear ended 30th September, 1951, was £100,925 
compared with £91,897 of the previous year 
and the total expenses, including the Com- 
pany’s contribution to the staff Provident 
Fund, amounted to £80,365, as against last 
year’s figure of £74,170. After providing for 
income tax the net surplus was £12,060 com- 
pared with £12,727 for the previous year... 
It is only due to the fact that we have de- 


rived some benefit from the higher values and 
prices ruling for securities and commodities, 
and that we have very substantial reserves 
created during the 72 years of the Company’s 
history invested in revenue producing invest- 
ments, that we have been able to make a 
uniform return to Shareholders. In fact, as 
the shareholders’ capital and these accumu- 
lated reserves would, if invested at 442% per 
annum, provide the dividend returned to 
shareholders, it will be that there is 
very little margin the commission 
received and the cost of administering the 
estates under our control I express the 
hope that some solution will be found to the 
continually increasing spiral of inflation .. . 
New business for the past year amounted to 
£2,340,415, which is a record . . . There has 
been a very satisfactory increase of funds under 
the control of the Company, the total at the 
end of the year being £16,570,595 . . . greater 
than the previous year by £1,099,959. The 
number of accounts in our books is now 
3,119 . .. It is also very gratifying to report 
that the number of notifications of appoint- 
ment of this Company under Wills was the 
highest in its history A feature of the 
business life of the community is the burden- 
some and unproductive duties of filing re- 
turns to Government Departments and the 
keeping in touch with regulations. Many of 
these requirements may be unavoidable, but 
we look forward to the time when a con- 
siderable measure of relief will be given by 
the elimination of some of these duties, which 
press heavily on the manpower of all business 
houses and should not become a permanent 
feature . Throughout Australia there is 
a growing feeling in favor of widening the 
powers of investment of trustees. There have 
been many instances during recent years of 
low incomes in Estates where investments are 
confined to those authorized by law. The posi- 
tion has been much improved in Estates where 
there has been under the Wills to 
hold non-trustee securities and to invest further 


seen 


between 


power 


monies in that class of investment. It is not 
suggested that trustees should not invest in 
securities, but it would be of ad- 
vantage to Estates if a proportion of funds 
could be invested in shares of selected com- 


trustee 


panies. 
1951 1950 
Trust Funds 


30th June £16.570,595 


£15,470.636 





For 


Ancillary Trust Service 


in 





OKLAHOMA 
Roy M. Huff, Vice President and Trust Officer 


NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation 
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Union TrustEE CoMPANY OF AUSTRALIA, LTD., 

Melbourne, Victoria: 

The expansion of the Company's business 
in the three States (Victoria, Queensland, New 
South Wales) and the increase in the value 
of Estate assets are reflected in the larger 
earnings of commission for the year (£186,574 
to £204,430). Again, however, the increase 
in expenditure, of which the chief item is 
salaries, has been greater than the rise in 
the amount of gross earnings. 


A A A 


Wins Lone Bank Report Award 


The First National Bank in Dallas 
has won the top award for annual re- 
port covers in the publications compe- 
tition conducted by the International 
Council of Industrial Editors. The award 
was made for the two-color front cover 
of the 1951 annual report to stockholders, 
which featured the bank’s new Telesign. 
The report was prepared by the bank’s 
advertising department under the direc- 
tion of assistant vice president Clifton 
Blackmon. First National was the only 
bank cited in its division. 

A A A 


Henry Forms Firm 


HUuBERT D. HENRY, Colorado legal edi- 
tor for T&E, and Robert B. Keating have 
become associated in the general practice 
of law under the name of Henry and 
Keating, with offices in the Majestic 
Building, Denver. 


New Haven’s 
‘Pioneer 
Trust Com pany 


Servin io in 
Every Trust Capacity 
including Ancillary 





Administration 
e 


| The Union &F Ni ew Haven 
Trust Company 


MEMBERS: FEDERAL RESERVE SYSTEM 


FEDERAL DEPOSIT INSURANCE CORPORATION 
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TRUST PERSONNEL CHANGES 


ALABAMA 
Montgomery Jack Morris elected vice president in 
First NATIONAL charge of public relations dept., previ- 
BANK ously asst. vice president in same 


capacity at Texas Bank & Trust Co., 
Dallas, past five years. 


CALIFORNIA 

Charles W. Smith elected vice presi- 
dent in the trust department; Theo- 
dore W. Perine promoted to trust real 
estate officer; Albert C. Dick named 
asst. trust real estate officer; Marshall Holden made cor- 
porate trust officer and asst. secretary; John J. Lobas, asst. 
corporate trust officer; George H. Klump, Thacher S. Balch 
and Asa B. Carmichael advanced to asst. trust investment 
officers. 

Los Angeles W. Herbert Allen succeeds Stuart 
TITLE INSURANCE O’Melveny as president, the latter be- 
& Trust Co. coming chairman. Formerly executive 

vice president, Mr. Allen, a graduate 
of Harvard, became treasurer in 1933 and is the son of one 
of the founders of the company. His father was president 

from 1895 to 1937. 


Los Angeles 
SECURITY-FIRST 
NATIONAL BANK 


COLORADO 


Greeley H. A. Jacobson named cashier and 
GREELEY NATIONAL trust officer. 
BANK 
FLORIDA 
Miami J. C. McKee, Jr., former asst. officer, 
First NATIONAL made auditor. 
BANK 
GEORGIA 
Atlanta Louis C. Fink appointed advertising 
Trust Co. oF manager, a newly created position to 
GEORGIA coordinate advertising and public re- 
lations programs. 
Savannah Hugh H. Grady, former asst. cashier 


LIBERTY NATIONAL and asst. trust officer, elected asst. 

BANK & Trust Co. vice president. Mr. Grady is past 

president of the Savannah Chapter, 

American Institute of Banking, and in 1950 was honored by 

Pope Pius XII, being made a Knight of St. Gregory, one of 
the highest honors bestowed by the Catholic church. 


ILLINOIS 
Chicago Rudolph J. Albrecht elected asst. trust 
City NATIONAL officer. Roy K. Thomas retired June 30 
BANK & Trust Co. from that position, after serving in 
the trust field more than 33 years. 
Miss Helen M. Lyden elected asst. 
secretary in the trust department. 


Chicago 
LIVE STOCK 
NATIONAL BANK 








CHARLES W. SMITH W. HERBERT ALLEN ROBERT L. KNIGHT 
Los Angeles Los Angeles Toledo 
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INDIANA 
Columbus Scott Setser, trust officer and asst. 
IRWIN UNION cashier, retired; Henry F. Schricker, 
TRUST Co. Jr., and Donald W. Jurgemeyer to 
carry on his work as trust officer. 
Indianapolis Walter M. Evans appointed asst. cash- 


INDIANA NATIONAL ier in trust dept. Since merger of 
BANK Indiana National and Union Trust in 
1950, Mr. Evans has headed the real 

estate division of the trust department. 


IOWA 
J. Locke Macomber elected trust offi- 
cer; formerly associated with the law 
firm of Bannister, Carpenter, Ahlers 


& Cooney. 


Des Moines 
VALLEY BANK & 
Trust Co. 


KANSAS 


Wichita Lloyd B. Ferrell named president, suc- 
SOUTHWEST Na- ceeding Macon Dudley, who joined 
TIONAL BANK First National Bank of St. Joseph, 

Mo. Ferrell was formerly vice presi- 
dent of Union National Bank of Wichita. 


MAINE 


Morris A. Densmore and Frank N., 
Strout elected asst. trust officers. 
Densmore, a graduate of Bowdoin Col- 
lege with an A.B. degree, and of 
Harvard U. with a degree of Master of Business Administra- 
tion, joined the bank in 1950. Strout received an A.B. degree 
from Yale U. in 1946, and joined the trust department in 


Portland 
First PORTLAND 
NATIONAL BANK 


1951. 
MINNESOTA 
Minneapolis Glen C. Sawyer appointed asst. trust 


MARQUETTE NaA- officer. Sawyer joined the bank in 
TIONAL BANK 1950, prior to which he served 15 
years as Fillmore County Attorney. 


MISSOURI 


Moberly 
MECHANICS BANK 
& Trust Co. 


Ben M. Glassen elected vice president 
and director, returning to the bank 
after military service. Formerly cash- 
ier and asst. trust officer. 


Kansas City Richard T. Pendleton, trust officer 
City NATIONAL for the past six years, advanced to 
BANK & Trust Co. asst. vice president and transferred 

to correspondent banks dept. to take 
over the duties of James R. Gayler who resigned to become 
president of First National Bank, Marietta, Oklahoma. 


NEW YORK 


New York 
BANKERS 
Trust Co. 


Richard Boyd appointed asst. trust 
officer in the pension division of the 
pension and personal trust dept. at 
Wall Street office. 

Harold Springer and Theodore Colom- 
bo, former trust officers, named vice 
presidents. Springer continues in 
charge of the trust dept., while Colombo will be managing 
officer of the commercial dept. in the Wall Street office. 


New York 
COLONIAL TRUST 


OHIO 
Alliance N. H. Long, cashier and trust officer, 
Mount UNION elected also vice president. 
BANK 
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Cleveland 
CLEVELAND 
TRUST Co. 


A. I. Hahn, formerly asst. trust officer, 
made asst. vice president in charge 
of real estate and rental divisions of 
the estates department. 
Toledo 
OHIO CITIZENS 
TRUST Co. 


Robert L. Knight elected vice presi- 
dent and trust officer. Formerly asst. 
vice president and trust officer, Mr. 
Knight has been with the trust com- 
pany since 1947. His thesis, “Relationships of Community 
Chests and Community Planning for Social Welfare,” was 
one of 26 selected for publication and distribution by the 
Graduate School of Banking of Rutgers U. 


OREGON 
Klamath Falls & Jesse C. Litwiller, asst. trust officer 
Medford at the Medford branch, appointed to 
First NATIONAL head the new trust department at 
BANK Klamath Falls. 
PENNSYLVANIA 
Huntington Charles F. Zimmerman retired as 
First NATIONAL president; is replaced by J. W. Strait. 
BANK 
TEXAS 
Dallas John Dean Smith, trust administrator, 


MERCANTILE NaA- 
TIONAL BANK 


appointed asst. trust officer. 


VIRGINIA 


Danville Miles Poindexter, II, advanced to 
AMERICAN trust officer; William J. Blair, Jr., 
NATIONAL BANK named asst. trust officer. A graduate 
& Trust Co. of the Graduate School of Banking 

this summer, Poindexter has _ been 
elected to the board of regents of that school for three years. 








Lynchburg Samuel H. Williams, Jr., elected asst. 
First NATIONAL trust officer. 
BANK 
WASHINGTON 
Seattle Edward West, Jr., elected trust offi- 


cer. Graduate of Princeton and U. of 
Pennsylvania Law School, Mr. West 
before joining the bank was associated 
with the law firm of Hulbert, Halsell & Paul. William H. 
Potter elected asst. trust officer. 


Carl L. Phillips elected president ef- 
fective August lst, succeeding Arthur 
H. Brouse, retired. Mr. Phillips comes 
from the first vice presidency of Na- 
tional Bank of Commerce, Seattle. 


SEATTLE FIRST 
NATIONAL BANK 


Tacoma 
NATIONAL BANK 
OF WASHINGTON 


WISCONSIN 


Green Bay 
PEOPLES TRUST & 
SAVINGS BANK 


R. T. Bennie moved up to chairman 
of the Board and is succeeded as 
president by R. M. Tetslaff, now vice 
president, Fred C. Lier, at present 
secretary-cashier, becomes vice president and trust officer; 
W. E. Hansen, trust officer. 


Milwaukee Raymond W. Jones, appointed trust 
First WISCONSIN officer, comes from Central National 
Trust Co. Bank & Trust Co., where he was a 


trust officer since 1945. At Milwaukee 
he will be in charge of estate planning, advertising and public 
relations. Robert N. Bell promoted to asst. trust officer in 
the investment department. 


BERMUDA 


Hamilton Dudley G. Cooper and Robert P. 
BANK OF BERMUDA, Donaldson appointed asst. trust offi- 
Ltd. cers. 


—===— 


CORN EXCHANGE BANK TRUST COMPANY 
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BANKING AND FIDUCIARY CAPACITIES 
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TRUST 
EMPLOYMENT EXCHANGE 





Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


Leading Los Angeles bank has excel- 
lent opportunities for experienced trust 
administrator; also for man experienced 
in developing new trust business. 28-1 

National bank in large Southern city 
needs young man with accounting in- 
vestment or general trust experience. 
Salary commensurate with ability; good 
future for right man. 28-2 


Trust officer, 48, graduate lawyer and 
accountant, with over 20 years experi- 
ence with large Southern bank in ad- 
ministration, Federal estate and income 
taxes and new business development, 
seeks new position preferably on Eastern 
seaboard but will consider any oppor- 
tunity in trust field. 28-3 


English trust bank employee, 37, un- 
married, desiring to emigrate to U. S. A., 
seeks position preferably Mid-West or 
West. Available for personal interview 
in Mid-West during September. 28-4 


Trust investment man, 33, with bus- 
iness science and law degrees, two years 
with leading stock brokerage firm, five 
years as security analyst in both large 
and medium sized trust departments, 
during which he devised forms and man- 
ual of operations as well as administer- 
ed accounts, wants to capitalize on ex- 
perience in Northern area. 28-5 


Estate planner and trust new business 
man with 20 years experience including 
law background, seeks trust connection 
anywhere in States. 28-6 

Southern California trust officer in 
early forties, with twenty years trust 
experience, will consider change for top 
administrative or new business connec- 
tion with western trust institution. 27-2 

Bank in large Rocky Mountain City 
needs younger man with general trust 
experience as assistant trust officer. 
Starting salary over $4,000. 26-5. 


A A A 
IN MEMORIAM 


LESLIE P. DOUGLAS, assistant vice pres- 
ident and trust officer, NATIONAL NEW- 
ARK & ESSEX BANKING Co. 

W. H. SCHWARZCHILD, chairman of the 
board, former president and one of the 
founders of CENTRAL NATIONAL BANK, 
Richmond, Va. 

W. Lewis WEBER, trust officer of 
SwepEssBoro (N. J.) Trust Co. 
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New quarters for Trust Department administrative officers at Fletcher Trust Co., Indianapolis. 

Major change in the bank’s recent remodeling was the removal of the Trust and Bond 

Departments from the second floor to occupy the entire fourth floor, in large part to 

accommodate the expanding accounting force of the Trust Department. Entrance is through 

a glass-in wall, to rooms equipped with latest type of metal desks and chairs. Walls are 

light green with drapes to match, while the principal color scheme is light gray in keeping 
with the furniture. 


MERGERS 
Los Angeles & San Diego, Cal. — 
METROPOLITAN TRUST Co. of Los An- 


Angeles, and SOUTHERN TITLE & TRUST 
Co., San Diego, subsidiaries of Security 
Title Insurance & Guarantee Co., Los 
Angeles, have been merged into the lat- 
ter, the name of which has been shorten- 
ed to SECURITY TITLE INSURANCE Co. 
Trust officers are: Herbert W. Kalm- 
bach at Security’s home office in Los 





FA @ 


Joun T. HON 


H. W. KALMBACH 


Angeles, and John T. Hon at San Diego 
branch. Both men are members of the 
California State Bar. 

Crawfordsville, Ind.—Merger of CIT- 
IZENS NATIONAL BANK into ELSTON 
3ANK & Trust Co. became effective July 
14th, under the name of the latter. The 


entire staff of Citizens has been re- 
tained. 
Bowling Green, Ky.—The new cor- 


porate title of PoTTER-MATLOCK TRUST 
Co. is PoTTER-MATLOCK BANK & TRUST 
Co. 

Joplin, Mo.—First NATIONAL BANK 
and the JOPLIN NATIONAL BANK & TRUST 
Co. consolidated under the name of FIRST 
NATIONAL BANK. William F. Reynolds, 
president of First National the last 15 
years, became president of the new bank. 


Guy McHenry will be vice president and 
trust officer; all others retained. 
Metuchen & New Brunswick, N. J.— 
Merger of METUCHEN NATIONAL BANK 
into the NATIONAL BANK OF NEW JERSEY 
(New Brunswick) has been approved by 
directors of both institutions, subject to 
approval of shareholders of the former. 
Albany & Hudson, N. Y.—HvupDsoN 
RIVER TRUST Co. was taken over as a 
branch of NATIONAL COMMERCIAL BANK 
& Trust Co. (Albany) on August 4, 
All necessary approvals have been ob- 
tained. T. M. H. Hathaway, president of 
Hudson River Trust, named 
president in charge of the Albany office; 
Miss Anna K. Graf appointed asst. trust 
officer of the new branch. 
Lynbrook, N. Y.—It is 
proposed to merge the MEADOW BROOK 
NATIONAL BANK (Freeport) and_ the 
PEOPLES NATIONAL BANK of Lynbrook 
under the name of the former. 


was vice 


Freeport & 


Canonsburg & Pittsburgh, Pa.—CITI- 
ZENS TRUST Co. will become a_ branch 
office of MELLON NATIONAL BANK & 
Trust Co. of Pittsburgh after approval 
by stockholders of the Canonsburg bank. 

Lebanon, Pa.—First NATIONAL BANK 
and the NortuH SIDE BANK directors have 
agreed to consolidate the two institutions 
under the name of First NATIONAL BANK 
of Lebanon. The action will be subject 
to approval of stockholders; the Comp- 
troller of the Currency already has given 
preliminary consent. 

Nanticoke & Wilkes-Barre, Pa. — 
Shareholders met to approve merger of 
the First NATIONAL BANK, Nanticoke, 
into the MINERS NATIONAL BANK of 
Wilkes-Barre. 
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Wisconsin Bank 100 Years Old 


The thirty million dollar present day 
First National Bank of Oshkosh, Wis., 
traces its origin to Ansel W. Kellogg 
who opened a private banking company 
with capitalization of $4,000 on August 
10, 1852. Reorganized as the Bank of 
Oshkosh five years later, with $50,000 
capital, the institution has outgrown 
three successive buildings and partici- 
pated in three mergers and one affiliation, 
the latter being with Oshkosh Savings 
and Trust Co., later the First Trust Co., 
and now consolidated with the First Na- 
tional Bank as its Trust Department. 

The historical brochure published by 
the bank as part of its anniversary cele- 
bration describes and illustrates the 
community development which the bank 
aided, and from which its own growth 
came. Plank roads originally connected 
the village with Fond du Lac and other 
settlements, and in 1859 a funnel-stacked 
locomotive puffed into town dragging 
Oshkosh’s first railroad train. Three 
major fires successively swept over the 
community, the last — in April 1875 — 
destroying the downtown section includ- 
ing the bank building and causing dam- 
age estimated at more than two and 
a half million dollars. In the next quar- 
ter century lumbering, saw-mills and 
woodworking made Oshkosh the ‘“saw- 
dust capital of the world.” 


How the bank developed through its 
mergers after the turn of the century, 
and how the city switched from wood- 
work to metalwork, is set forth in the 
brochure, illustrated with photos from 
each period. There are also pictures of 
the bank’s presidents, of the current di- 
rectors and officers, and a montage of 
the several departments. 


BRIEFS 


Los Angeles, Cal.—Trust officer J. C. 
Seaman marked his 25th year of service 
with CALIFORNIA Trust Co. A graduate 
of the U. of Detroit, he was with ac- 
counting firms and banks in Detroit be- 
fore joining the trust company’s Court 
Trust department in 1927. He became 
trust officer in 1946. 

San Francisco, Cal.—SAN FRANCISCO 
BANK, which has been conducting a sav- 
ings and trust business, has filed appli- 
cation with the California State Banking 
Department for permission to establish 
a commercial banking department. 





Tallapoosa, Ga.—Lee S. Trimble, many 
years ago trust official with GEORGIA 
RAILROAD BANK & TrRusT Co., Augusta, 
and former Macon Chamber of Commerce 
executive, has opened a public relations 
service for bankers here. 

Chicago, I1].—Joseph M. Long, assistant 
vice president and trust officer of PULL- 
MAN TRUST & SAVINGS BANK, celebrated 
his 25th anniversary with the bank on 
July 25. 


New York, N. Y.—Current anniver- 
saries at CHASE NATIONAL BANK are: 
William J. McNicol (real estate trust 
officer) 45 years in May; Christopher J. 
Kelly (second vice president — trust) 25 
years in June; John M. Heffernan (cus- 
tody officer — trust) 30 years in July. 


Rochester, N. Y.—Bruce Percy, trust 
officer at CENTRAL TRUST CO., was re- 
cently elected State Commander of the 
New York State Department of the 
American Legion. 

Cleveland, Ohio—Robert J. Izant, vice 
president of CENTRAL NATIONAL BANK, 
elected president of the Quarter Century 
Club. 


ACROSS CANADA 


FROM 


We invite appointments as 


Agent to Executors of Estates 


with assets requiring administra- 
tion or transmission in Canada. 


Assets under Administration exceed 


$1,000,000,000 


COAST 


WITH OFFICES READY TO SERVE YOU AT— 


TO COAST 


ST. JOHN'S, NFLD. 
HALIFAX, N.S. 
SAINT JOHN, N.B. 
QUEBEC, QUE. 
MONTREAL, QUE. 
OTTAWA, ONT. 
TORONTO, ONT. 
LONDON, ONT. 
HAMILTON, ONT. 
WINNIPEG, MAN. 
CALGARY, ALTA. 
EDMONTON, ALTA, 
VANCOUVER, B.C. 
VICTORIA, B.C. 


THE 


ROYAL TRUST 


COMPANY 


HEAD OFFICE 
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MONTREAL 


Receives Lone Bank Award 
for Safety 


Lincoln Rochester (N. Y.) Trust Co. 
is the only bank in the country to receive 
the National Safety Council award for 
“exceptional service to safety.” The bank 
was commended for its sponsorship of 
“The Mainstreeter,” a program on the 
air for 7 years, conducted by Al Sisson 
of the Customer Relations Department 
staff. Sisson just talks about people on 
his daily 15 minute program, and for 
the past year has included safety tips. 


The Rochester Safety Council pre- 
sented a certificate to the bank at a 
Chamber of Commerce luncheon on 
June 5th. 














First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line’”’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively”’ 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Artist's drawing of refurbished trust quarters at National Bank of Commerce. 


Charleston, W. Va. 





Fresh Approach To Bank Modernization 


In a recently completed remodeling 
program, the least-known member of a 
West Virginia bank’s ensemble of ser- 
vices came forward from the back row, 
so to speak, to be seen more effectively 
by hundreds of potential customers. The 
trust department of the National Bank 
of Commerce, Charleston, wasn’t moved 
an inch to accomplish this result. The 
change was accomplished with a few 
buckets of paint different in color from 
the rest of the bank, by providing some 
glimpses of the trust department through 
openings in an intervening wall, and by 
featuring the department in some amus- 
ing illustrated newspaper advertising. 


The trust department has commodious 
quarters of its own, at the far end of 
the bank. Its location is similar to that 
of many trust departments — isolated 
from the flow of traffie within the bank 
— largely hidden from view by the safe 
deposit vault and a wall separating the 
department from the main banking room. 
To most of the customers who thronged 
the front of the bank, the trust depart- 
ment was remote; many weren’t aware 
of its existence. 


Since the remodeling of the bank took 
a long time under the constant observa- 








“I know it’s a big trust department .. . 
but how can they possibly keep all those 
Estates here?” 
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tion of the public, a “formal opening” 
seemed inappropriate. The problem was 
resolved by deciding upon an inspection 
day with additional attractions, includ- 
ing the display of a million dollars in 
cash, a Secret Service exhibit of coun- 
terfeit money, a display of old and new 
Federal Reserve bills, and demonstrations 
of banking and trust equipment. 


The event was called “Inside the Na- 
tional Bank of Commerce” and the bank 
literally “put out the latchstring” as an 
invitation. This was a unique folder with 
a string hanging out from behind a 
sticker representing the bank’s entrance. 
When pulled, the string tore the seal 
and the door and seal opened. Inside 
was a description of the improvements 
and a suggestion to visit the bank. 


A large newspaper ad was run the day 
before the opening on May 5 and inten- 
sive coverage was given over the radio 
for the two days preceding. In addition, 
publications devoted considerable atten- 
tion to the event as a matter of news. 


A total of 3,841 persons visited the 
bank, believed to be the largest crowd 
ever to attend a similar event in West 
Virginia. 

The bank’s advertising counsel, Duane 
G. Bartlett of New York, prepared the 
newspaper and direct mail advertising, 
while the news angles were handled by a 
local public relations counsel, Eugene H. 
Brown. 


To keep the improvements alive in the 
public mind for some weeks, without bor- 
ing the city with repetition, the light 
touch in advertising was adopted. The 
well known cartoonist Dick Ericson was 
engaged to do some humorous illustra- 
tions with settings in and around the 
bank. These featured the new improve- 
ments, with special attention to the trust 
department. 


A trust ad (illustration reproduced 


here) showed two buxom ladies standing 
outside the trust department. One is say- 
ing to the other, “I know it’s a big trust 
department . . . but how can they possi- 
bly keep all those ESTATES in here?” 
The copy admitted this was an exagger- 
ation, but pointed out that most people 
do not have too clear an understanding 
of modern trust service, and invited the 
reader to come in for a briefing as well 
as to see the improvements. 


Another trust ad illustrated a scene 
where a curious gentleman has put a 
homemade sound-detecting contraption to 
the trust department ceiling. A bank of- 
ficial has asked him what he is doing and 
he replies, “Trying to find out what be- 
comes of the sounds your new fiber glass 
ceiling blots up!” 

The bank reports that many favorable 
comments were received on the cartoons. 
The series was especially effective for 
the trust department that needed to come 
out of its shell and be seen. The popular 
appeals helped mightily to put over the 
fact that a bank organized to serve 
average people wanted trust business, 
regardless of size. Apropos of the bank’s 
policy in all departments, J. E. McDavid, 
president, says “It took a lot more cus- 
tomers to make this bank.” 

“While we opened our trust depart- 
ment with several larger estates, and 
continue to solicit that type of business, 
we are interested in serving all cus- 
tomers of the bank,” says Payne Brown, 
vice president and trust officer. ““‘We have 
the machinery and systems which enable 
us to extend our trust services to small 
accounts. It is possible for us to settle 
estates of $10,000 and to handle trusts 
of $5,000 — profitably.” Actually, the 
bank has no minimum in this department. 
It welcomes all business. 





Members of National Bank of Commerce 
family view million dollars in cash, dis- 
played in connection with remodeling of 


quarters: (left to right) President J. E. 
McDavid, vice president C. G. Dawson, di- 
rector G. W. VanHorn, assistant trust officer 
E. S. Dudding, Mrs. Pearl R. Strom, vice 
president and trust officer W. Payne Brown, 
and vice president and cashier W. L. Motley. 
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Trust Woman Takes 
Graduation in Stride 


Those who think bank employees are 
coldly impersonal and incapable of un- 
derstanding the rest of the world should 
take note of the courage, ambition and 
determination of Sudie Reaves Brady. 
Miss Brady is an assistant in the tax 
division of the Trust Department of 
State Planters Bank & Trust Co., Rich- 
mond, Va., but she didn’t get there just 
by waiting for opportunity to knock, 
nor was her graduation from the Uni- 
versity of Richmond last month merely 
a matter of routine. 

Miss Brady left 
high school after 
took a 
beautician’s course 
and worked in that 
field for ten years. 


one year, 


Desiring “some- 
thing better.” she 
learned to operate 
a comptometer ‘and 
attended 


Miss SUDIE BRADY 


business 
college for a year. “As soon as I went 
into office work,” she said, “I knew a 
shell of training would not do.” She 
arranged a forty-hour week in the after- 
noons and evenings with her employer 
and took four high school classes a day 
from 8:45 to 12:30. completing three 
years in two by going both summer and 
winter. 
\fter graduation from high school - 

and her comptometer job having ended 


Miss Brady entered Westhampton 
College. Even with a scholarship it 


proved too expensive. so she first took 
on an evening job. and later obtained 
a full time job and went to college in 
the evening. By studying on week-ends. 
on buses, and getting up at four in the 
morning Miss Brady managed to gradu- 
ate at the end of five and a half years 
instead of the usual ten at night. 


Now that she has her B.S. degree. 
she is saving for further study in busi- 
ness administration and later on a Law 
School course. Somewhere in between 
there may be an experience unknown 
to Miss Brady: a real vacation and a 
trip to Europe. 

A.A & 


Estate Planning for Farmers 


Estate planning problems for farmers 
and ranchers were discussed by George 
E. Allen, certified public accountant and 
attorney at law, of Fort Myers at the 
May meeting of the Estate Planning 
Council of Southeast Florida. A survey 
conducted among his farm and ranch 
clients as to the make-up or composi- 
tion of the average farm or ranch es- 
tate revealed that neither had a sub- 
stantial amount of liquid assets. The 
general picture, Mr. Allen reported, was 
that a farmer’s estate consisted of be- 
tween 60 and 70 per cent land and 
buildings and 30 to 40 per cent equip- 
ment and_ receivables. The average 
rancher’s estate consisted of 50 per cent 
land and buildings. approximately 20 
per cent equipment. and the remaining 
30 per cent, or slightly better, cattle. 
These divisions are based on current 
market prices south of Orlando. 

The two customary methods of sav- 
ing estate taxes were outlined by Mr. 
Allen: transfers and the 
use of successive estates. The difficulty 


inter vivos 
in finding suitable items for inter vivos 
transfers was considered briefly, and 
the hazard of decreasing the efficiency 
of the farm or ranch operation as a 
result thereof discussed. The speaker 
commented on I. T. 3932 as an exten- 
sion of the Horst Doctrine and recent 
decisions relative to gifts of live stock 
and their possible consequences from 
the income, gift and estate tax angle. 
\s examples of the three principal lines 
of reasoning, the Louis Visintainer, 13 
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T.C. 805, Mamie Farrier, 15 T.C. 277, 
and Robert Alexander, Fifth Circuit 


Court of Appeals, cases were presented. 


From the standpoint of successive 
estates, the difficulty of assuring con- 
tinuity of good management was 
brought out. The advisability of a bank 
or a trust institution undertaking the 
operations of a farm or ranch and the 
risk and hazard as a result of weather 
and market conditions with possible 
losses were considered. 


Constructive suggestions in tax plan- 
ning on a typical ranch made by Mr. 
Allen included the following: the ad- 
vantage of cash basis in preparation of 
decedent’s final return; the utilization 
of gifts to segregate estates by entirety 
in land holdings to make successive 
estates possible and avoid double taxa- 
tion since property owned as an estate 
by entirety in Florida is not susceptible 
of devise by will but passes to the 
survivor only and is includible in the 
gross estate to the extent of its fair 
market value at date of death; the pos- 
sibility of utilizing a corporate struc- 
ture to hold title to land in order to 
obtain some of the advantages of the 
1951 Revenue Act on redemption of 
stock for the purpose of paying estate 
taxes in a closely held corporation. 
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HE INCREASE IN CORPORATE INCOME 
j pote should give estate planners 
cause for reflection on the question of 
the taxability of trusts as corporations. 
The Commissioner has been surprisingly 
successful in taxing trusts as associations 
which are included in the definition of 
corporations in one form or another 
under all revenue acts since 1913.' This 
increase in taxes will make it more 
lucrative now for the Commissioner to 
assess the corporate tax against the 
trust in addition to a tax on the dis- 
tributable income of the trust in the 
hands of its beneficaries. The process 
continues.” 

Many trusts have been created with- 
in the past few years for the purposes 
of minimizing taxes. Take, for example. 
the real estate trust which, either revoc- 
able or irrevocable, is being used for 
the following purposes. among others: 

1. To provide continuity of operations and 

limited liability. 

2. To centralize management. 

3. To divide tax liability among benefici- 
aries. 

4. To avoid substantial tax at high brackets 


through the process of accumulations in 
the trust. 

5. To remove assets from large sized es- 
tates for estate tax purposes. 

6. To avoid the possibilities of partition 
suits by disgruntled heirs of a deceased 
owner. 

. To ease the burden of transfer of real 
estate where the number of 
would require a large number of signa- 
tures to the deed. 


owners 


8. As a collateral instrument to partner- 
ship buy and sell agreements for the 
purpose of preventing the deceased part- 
ner’s interest in real estate becoming 
involved in the estate of the deceased 
partner and thereby requiring the signa- 
tures of the wife and heirs. 


1Now Section 3797(a) (3) IRC. 


2Main-Hammond Land Trust et al, 17 T.C. No. 
112; decided December 6, 1951; decision now on 
appeal, to CA-6 by taxpayer. Schofield Building 
Land Trust, Douglas F. Schofield, Trustee, Cleve- 
land, Ohio, Tax Court Petition filed January 7, 
1952. 
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The drafting of trust instruments for 
the above purposes without regard to 
the possibility of their being taxed as 
corporations may create tax liabilities 
which would negate their effectiveness. 
As soon as the Commissioner taxed the 
Main-Hammond Land Trust as a cor- 
poration, the trust was terminated. 


Resemblance to Corporation 


Supreme Court has 


Although the 
passed upon this subject on seven dif- 


ferent occasions,” the tests for deter- 


mining the taxability of a trust as a 
corporation are by no means clear. His- 
torically, the Commissioner appears to 
have been successful in more than just 
a majority of the cases.‘ The landmark 
decision is Morrissey v. Comm.* In this 
case the Court rejected the tests previ- 
ously approved as being decisive’ and 
adopted other tests which can be classi- 
fied as follows: 

1. The test of resemblance to a corpo- 

ration. 

2. The test of conservation of assets 

vs. association for profit. 

The language of the Morrissey case 
for the resemblance test is as follows: 
“The inclusion of associations with cor- 
porations implies resemblance; but it is 
resemblance and not identity.” The 
Court further states that while the use 


8Crocker v. Malley, 249 U.S. 223 (1919); Hecht 
v. Malley, 265 U.S. 144 (1924); Morrissey v. 
Comm., 296 U.S. 344 (1935); Swanson v. Comm., 
296 U.S. 362, 563; Helvering v. Coleman, 296 U.S. 
369, 555; Helvering v. Combs, 296 U.S. 365, 564; 
Lewis and Co. v. Comm., 301 U.S. 385-389 (1937). 

4See cases listed in CCH Citator Table at Page 
55,734-5. 

5Note 3; this case has often been cited and fol- 
lowed. See list of over 115 cases cited in the Cita- 
tor Table of CCH Standard Federal Tax Reporter; 
also collection of cases on both sides in Volume 2 
Nossaman Trust Administration and Taxation, 
par. 715. 

“In Crocker v. Malley, note 3, the Court held that 
a Massachusetts trust was not an association tax- 
able as a corporation because the beneficiaries 
were not in control of the operations of the trust 
through any power to direct the trustees. In Hecht 
v. Malley, note 3, the case appeared to indicate 
that form of procedure of the creation of the trust 
in such manner as to have all or substantially all 
of the characteristics of a corporation was the 
controlling factor. 





of corporate forms furnishes persuasive 
evidence of the existence of an associa- 
tion, the absence of particular forms or 
the usual terminology of corporations is 
not regarded as decisive. The Court de- 
fines its resemblance test as follows: 


“A corporation, as an entity, holds the 
title to the property embarked in the cor- 
porate undertaking. Trustees, as a contin- 
uing body with provision for succession, 
may afford a corresponding advantage dur- 
ing the existence of the trust. Corporate 
organization furnishes the opportunity for 
through 
-entatives of the members of the corpora- 
tion. The 


charged with the conduct of an enterprise, 


a centralized management repre- 


designation of trustees, who are 


who act in much the same manner as 
scheme, 
Whether 


the trustees are named in the trust instru- 


directors—-may provide a similar 


with corresponding effectiveness. 
with power to select 


ment successors, so 


a> to constitute a self-perpetuating body, 
selected by, or with the advice of, 


those beneficially interested in the under- 


or are 


taking, centralization of management 
activities 


carried 


analogous to that of 
achieved. An 


corporate 
may be enterprise 
on by means of a trust may be secure from 
termination or interruption by the death 
of owners of interests and in 


this respect their interests are distinguished 


beneficial 


from those of partners and are akin to the 


interests of members of a_ corporation. 
And the trust type of organization facili- 
tates, as does corporate organization, the 
transfer of beneficial interests without 
affecting the continuity of the enterprise, 
and also the introduction of large numbers 
of participants. The trust method also 
permits the limitation of the personal lia- 
bility of participants to the property em- 
barked in the undertaking. 

“It is no answer to say that these ad- 
from the very nature of 
trusts. The suggestion ignores the postulate 
that we are considering those trusts which 


have the distinctive feature of being cre- 


vantages flow 


ated to enable the participants to carry on 
a business and divide the which 
accrue from their common undertaking.— 
trusts that thus satisfy the primary con- 
ception of association and have the attri- 
butes to which we have referred, distingu- 
ishing them from partnerships. In such 
a case, we think that these attributes 
make the trust sufficiently analogous to 


gains 
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corporate organization to justify the con- 
clusion that Congress intended that the 
income of the enterprise should be taxed 
in the same manner as that of corporations. 


The Circuit Courts of Appeal and the 
Tax Court have placed great emphasis 
on the resemblance of the association to 
a corporation as defined in the Morris- 
sey case.’ The following characteristics 
prevailing in a trust will. almost with- 
out exception, cause the trust to be 
taxed as a corporation, although the 
absence or inclusion of any one or more 
will not be decisive: 

|. Holding of title by trustees. 

2. Centralized management. 

3. Continuity. 

4. Transferability of beneficial inter- 

ests. 

5. Limitation of liability. 


6. Operating property for profit. 
Conservation of Assets Test 


The conservation of assets test  in- 
cluded in the Morrissey case develops 
from the following language used by 
the Court: 


the entering 
. . for the trans- 
action of business. This is not the char- 


‘Association’ implies 
into a joint enterprise 


acteristic of an ordinary trust . . . by 
which particular property is conveyed to a 
trustee or is to be held by the settlor, 
on specified trusts, for the benefit of named 
or described persons. Such beneficiaries 
do not ordinarily, and as mere cestuis que 
trust, plan a common effort or enter into 
a combination for the conduct of a_busi- 
ness enterprise. Undoubtedly the terms of 


"Fletcher v. Clark, 150 Fed. (2d) 239, cert. den., 
326 U.S. 763 (1945); Comm. v. Brouillard, 70 Fed. 
(2d) 154; U.S. v. Homecrest, 160 Fed. (2d) 150 
(1947). In the latter case the Court said that the 
criteria of the Morrissey case is the determination 
of the following: 

(a) Management was centralized in the Board 
of Managers and the Trustee in much the same 
manner as in a Board of Directors. (b) Title to 
the real estate was vested in a single entity -—— the 
trustee. (c) The continuity of the organization 
could not be upset by the death of any beneficiary. 
(d) Though there were no shares of stock, the 
beneficial interests were readily transferable and 
the trust deed itself provided the equivalent of a 
stock register. (e) It was limited liability since 
the personal liability of each trustor was limited 
to his proportionate share as set out in the trust 
deed. 

In Nee v. Main Street Bank, 174 F. (2d) 425 
(1949), cert. den., 338 U.S. 823, the court out- 
lined the tests of the Morrissey case as follows: 
To permit a trust to be classified as an association 
for income tax purposes, it must: 

(1) Be initially created, or have been thereafter 
utilized during the tax period involved, as a vehicle 
for carrying on a business enterprise, and it must 
(2) Have characteristics, under its written struc- 
ture or in its adopted mode of operation, resem- 
blant of a corporate organization, such as (a) 
holding the title. (b) centralizing management, 
(c) continuity, (d) transferability of beneficial in- 
terests, and (e) limitation of liability. On same date, 
same Court in Nee v. Linwood, 174 F. (2d) 434, 
held that a trust created simply to permit liquida- 
tion or prudent holding of property in a passive 
situation was not taxable as a corporation. 


See also Bloomfield Ranch v. Comm., 167 Fed. 
(2d) 586 (1948); Western Construction Co. v. 
Comm., 14 T.C. 453 (1950). 


Aucust 1952 


an association may make the taking or 
acquiring of shares or interests sufficient 
to constitute participation, and may leave 
the management, or even control of the 
enterprise, to designated persons. But the 
nature and purpose of the cooperative 
undertaking will differentiate it from an 
ordinary trust. In what are called ‘business 
trusts’ the object is not to hold and con- 
serve particular property, with incidental 
powers, as in the traditional type of trusts, 
but to provide a medium for the conduct of 
a business and sharing its gains.” (Italics 
supplied by author.) 


This test has not been used as ex- 
tensively as the resemblance to corpora- 
tion test, but has found its principal 
application where the Court has decided 
that the trust should not be held to be 
an association taxable as a corporation.® 
The Regulations recognize the conserva- 
tion of assets test in the following 
language: 


Reg. Ill, Sec. 


distinguished from trust.—-The term 


29.3797-3. Association 


“trust,” as used in the Internal Revenue 
Code, refers to an ordinary trust, namely, 
one created by will or by declaration of 
the trustees or the grantor, the trustees 
of which take title to the property for 
the purpose of protecting or conserving 
it as customarily required under the ordi- 
nary rules applied in chancery and probate 
courts. The beneficiaries of such a trust 
generally do no more than accept the 
benefits thereof and are not the voluntary 
planners or creators of the trust arrange- 
ment. Even though the beneficiaries do 
create such a trust, it is ordinarily done 
to conserve the trust property without 


‘Myers v. Comm., 89 Fed. (2d) 86 (1937). Three 
brothers, as equal tenants in common, were owners 
of certain improved property. Upon the erection 
of a new structure on one particular piece, the 
brothers personally obligated themselves on a mort- 
gage indebtedness, and further facilitated manage- 
ment of the new building by creating a trust in 
which they retained equal beneficial interests. It 
was held that the purpose of the trust was not to 
operate a business enterprise but rather to pro- 
vide a medium for the preservation of the prop- 
erty and that, therefore, the trust is a pure trust 
not taxable as an association. The case was dis- 
tinguished from the Swanson case (note 3) on the 
grounds that neither the trustees nor the benefici- 
aries in the Swanson case were personally liable 
whereas in this case they presumably were per- 
sonally liable. 


Comm. v. Horseshoe, 110 Fed. (2d) 748 (1940). 
Where the sole property of a syndicate was a 
mineral lease on real estate, and holdings of the 
various owners of the lease were such that the 
owners were tenants in common, and where, 
among other established facts, the syndicate had 
no centralized management, there was no limita- 
tion of personal liability, no officers were elected, 
and no meetings were held, the syndicate was not 
an association. 

U.S. v. Davidson, 115 Fed. (2d) 799 (1940). A 
family trust was set up for the purpose of con- 
verting the trust property, consisting of bonds and 
notes, corporate stocks, bank deposits and the 
stock of and loans to three family corporations, 
into cash for distribution of the net proceeds 
among the persons holding certificates or shares. 
The requirements of further loans to the family 
corporations and the slow collection of these, a 
controversy with the Commissioner over a transfer 
tax, a controversy over a state inheritance tax, 
and other contingencies necessitated the trustee’s 
retention of large amounts of cash, partially in- 
vested in securities. The trust was held not to be 
an association, for its activities were only inci- 
dental to the liquidation and distribution of the 
trust estate. 
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BANK. 


undertaking any activity not strictly ne- 
cessary to the attainment of that object. 


However, in some of the cases where 
conservation of assets was an apparent 
factor, it has been held not to be de- 
cisive when the profit motive is the sali- 
ent feature.® It is quite clear, however, 
that trusts created for the purposes of 
liquidation and distribution of an estate 
will be regarded as a pure trust rather 
than an association taxable as a corpo- 
ration. On March 24, 1952, the Su- 
preme Court added the doctrine of 
cause, as distinguished from proximate 
cause, in determining what constitutes 
conservation of property.'? This opinion 
will probably add to the difficulties in 
making use of the conservation of prop- 
erty doctrine as a distinguishing char- 
acteristic in the trust vs. corporation tax 
question. 


Paramount Characteristics 


Many trusts have their origin for the 
purpose of conserving assets, and if this 
test had been more widely used by the 
Courts or even discussed by them, the 
result of many of the cases would prob- 
ably have been different. The question 
will resolve itself into one of paramount 
characteristics.!* When the trust is estab- 





°U.S. v. Homecrest, note 7; Estate of Cortlandt 
Parker, T.C. Memo. Op., Dkt. 110664 (1943). Hel- 
vering v. Coleman, note 3. 

10U.S. v. Davidson, note 8. 

MLykes v. U.S., 72 Sup. Ct. 585. 

123See Volume 7A Mertens Law of Federal In- 
come Taxation, par. 43.13, 43.19, 43.20, Nossaman, 
op. cit. note 5. The cases cited each stand on their 
own set of circumstances. CCH ‘52 Vol. 4, par. 
1844. 

















Se - 


TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 


FORT STREET at SHELBY 


DETROIT 31, MICHIGAN 


50 Years of Trust Experience 











E 


lished for the following purposes, it has 
been decided that they will not be taxed 
as corporations: 


1. Avoiding partition.'* 


2. Liquidating assets for the pur. 
poses of distribution.’ 


3. Facilitating the transfer of title.® 
4. To execute 
- 16 


royalties. 


lease and _ collect 

5. To hold title and pay taxes.'* 

6. To get title to 
holdings.'"* 


extensive land 


7. Fixed Investment Trusts.'” 

3. Passive Trusts.*° 

9. Agency Trusts.*' 

10. Trust of undivided interest cre- 
ated by heirs to facilitate man- 
agement of their interests.** 

11. Trust holding assets as security.** 


When, however, the trustees are given 
additional duties and responsibilities so 
that they are engaging in a_ business, 
then the likelihood is that the commis- 
sioner will prevail in taxing the trust 
as an association.“* The cases cited in 
the footnotes as comparative cases dem- 
onstrate that similar facts may produce 
opposite results depending upon the 
Court. 

To summarize, in drafting trusts pri- 
marily for the purpose of conserving 
assets, care must be used to include 
as part of the instrument all factors 
which evidence that purpose. Many 
trusts which have been created in de- 
veloping estate plans may be liable to 
taxation as corporations, and such 
trusts should be reviewed with this pos- 
sibility in mind. 


3Myers v. Comm., note 8; but compare Helver- 
ing v. Coleman, note 3. 

4U.S. v. Davidson, note 8; but compare U.S. v. 
Homecrest, note 7. 

Helvering v. Washburn, 99 Fed. (2d) 478 
(1938); but compare Title Insurance & Trust Co. 
v. Comm., 100 Fed. (2d) 482 (1939). 

Hugh MacRae Land Trust, 1 T.C. 899 (1943); 
but compare Sibley Syndicate v. Comm., 131 F. 
(2d) 224 (1942), cert. den. 318 U.S. 786. 

17Comm. v. George D. Harter Bank, 117 F. (2d) 
619 (1941); but compare Comm. v. Vandegrift 
Realty and Investment Co., 82 F. (2d) 387 (1936). 

‘SHelvering v. Washburn, note 15; but compare 
Eastern Oregon Timber Syndicate, 4 TCM 1082. 

‘Comm. v. Chase National Bank, 122 F. (2d) 
540 (1941); but compare Bert v. Helvering, 92 F. 
(2d) 491 (1937). 

“oRussell, 3 TCM 613; but compare Tyrrell v. 
Comm., 91 F. (2d) 500 (1937). 

“\Parklane Apartments, BTA Memo Op., Dec. 
12,591-A. 

“McKean v. Scofield, 108 F. (2d) 764 (1940); 
but compare Estate of Parker, TC Memo Op. Dkt. 
110664 (1943). 

“Allen v. Comm., 49 F. (2d) 716. 

“For development of the theory that trustees 
should be held to mere collection and distribution 
of income in order to avoid being taxed as an asso- 
ciation, see Multiple Settlor Trusts, by William R. 
Spinney, July 1950 Trusts aNp ESTATES 458. See 
also Modesitt, Status of Certain Real Estate Trusts 
under Federal Income Tax Laws, April 1950, So. 
California Law Review 344. 
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Inheritance Tax Administrators 
Discuss Timely Questions 


Outstanding men in the field of death 
tax administration participated in the 
meeting of the Inheritance Tax Section 
of the National Association of Tax Ad- 
ministrators, held in June at Asheville, 
N. C. The Section session was under 
the chairmanship of Joseph S. Abdnor, 
Assistant Attorney General, Department 
of Taxation of Minnesota, who sum- 
marized the proceedings as follows: 

The subject “Transfers in Contempla- 
tion of Death” was reviewed by E. B. 
Cook, Director, Estate Gift Tax 
Division, Tax Commission, Oklahoma. 
Mr. Cook devoted the principal portion 


and 


of his paper to an anlysis of the law 
adopted by the Federal government to 
the effect that transfers made more than 
three years prior to death would not be 
subject to tax while such transfers made 
within three years prior to death are 
presumed to be made in contemplation 
of death. It was Mr. Cook’s feeling that 
the adoption of similar statutes by the 
states would inevitably lead to a loss of 
revenue and would accomplish little. 
if any. good purpose. New York and 
New Jersey now have similar legislation 
as that adopted by the Federal govern- 
ment, and tax administrators will watch 
with a good deal of interest the cases 
decided by the courts of these states. 

The next subject discussed was “The 
Effect of Buy and Sell Agreements in 
Fixing Values” by Mortimer M. Kassell. 
Deputy Commissioner and Counsel, De- 
partment of Taxation and Finance, New 
York. Mr. Kassell pointed out that too 
often the tax 
the fact that these buy and sell agree- 


administrators overlook 
ments are made for a good purpose and 
in many cases are made for the protec- 
tion of the heirs of the holder of the 
particular securities involved. He point- 
ed out further that in his opinion where 
fide and 
arms length agreement restricting the 


co-owners enter into a bona 
sale of their business interest during 
their lives and providing that the sur- 
vivors have the option of purchasing or 
are obligated to purchase the decedent's 
interest upon his death, the courts hold 
that the estate tax value of the property 
is limited to the price stipulated in the 
agreement. Mr. Kassell cautioned, how- 
that agreements must be 
bona fide and immediately operative. He 
pointed out that many of the agree- 
ments fail because of their failure to 
meet the standards set out. 

C. D. Moore, Director, Inheritance 
Tax Division, Department of Revenue, 


ever, these 
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North Carolina, drew upon his eighteen 
years of experience in the Department 
to present many interesting and valuable 
observations on the difficult subject of 
“Valuing Close Corporation Stock.” It 
was his opinion that considerably more 
weight should be given to the earning 
value of the stock than to such other 
factors as the book value or the divi- 
dend paying record of the securities. 
It was also his observation that in hand- 
ling this problem of valuing close cor- 
poration stock, the tax administrator 
must exercise a good deal of patience 
largely because of the fact that the 
stockholders and beneficiaries fail to 
understand the elements of valuation. 


The next subject, “The 
Problem and Reciprocal Legislation 
Relating Thereto.” was handled by 
Aaron K. Neeld, Deputy Director. Di- 
vision of Taxation, Department of the 
Treasury, New Jersey. Mr. Neeld was 
admirably suited for this presentation 
in view of the judicial history of the 
domicile question in his state. Mr, Neeld 
reviewed the activity of the N.A.T.A. in 
the thirties, culminated in the committee 
report in 1940. Mr. Neeld then pointed 
out the adoption by some of the states of 
the “uniform” act and by other states of 
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the “model” act. While he expressed 
some doubt as to the advisability of all 
states adopting either act, he averred 
that all the states should have the power 
to compromise disputes between states. 


The final topic was “Transfers to 
Take Effect at Death— The Spiegel 
Case.” by O. T. Ward. Attorney, Estate 
and Inheritance Tax Division, Depart- 
ment of Revenues, Arkansas. Mr. Ward 
traced the history of the legislative and 
judicial interpretation of the law leading 
finally to the decision in the Spiegel 
Case. He also discussed the changes in 
the Federal Internal Revenue Act as a 
result of the decision of the Supreme 
Court in that case. Following a discus- 
sion among the members present as to 
the position to be taken by the states 
in the application of the rule of the 
Spiegel Case to transfers to take effect 
in possession or enjoyment at death, it 
was the consensus that in those states 
which tax such transfers, there is little 
alternative but to observe the rule. 


A number of men representing local 
banks and fiduciary companies in North 
Carolina were present at the meeting. 
The Chairman invited them to partici- 
pate in the discussion and their con- 
tribution proved valuable. 
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WHERE THERE'S A WILL 


JAMES W. WADSWORTH, who served in 
Congress for 30 years as Senator and 
Representative from New York, left an 
estate estimated at over one million dol- 
lars, consisting principally of 25 or more 
farms. If the net estate, exclusive of 
realty and chattles thereon, exceeds 
$100,000, the noted legislator bequeathed 
$5,000 to his church. He exercised a 
power of appointment under his father’s 
will in favor of one son while to his other 
son he left all real estate and personalty 
therein in Washington, D. C. The rest 
of the real estate is divided into four 
parts: one each to the two sons outright, 
and one each in trust for them so long as 
they at their own expense keep the prop- 
erty in good repair and insured. The 
sons are given powers to appoint the 
remainders to their spouses, descendants 
and spouses of descendants by a will of- 
fered for probate within six months after 
death and specifically referring to this 
power. The executors — Mrs. Wads- 
worth, the sons and Genesee Valley Na- 
tional Bank and Trust Co. of Geneseo, 
N. Y. — are authorized to organize one 
or more corporations to facilitate the 
administration of the estate. 


All the agricultural and dairy equip- 
ment on the farms is divided equally 
between the two sons. They also receive 
outright one-quarter each of the residue 
of the estate, while the remaining half 
is placed in trust for Mrs. Wadsworth 
who is given a similar power of appoint- 
ment over the remainder. The bank is 
appointed with the sons as co-trustee of 
their respective trusts, while the sons 
and their mother are named trustees of 
her trust. No provision is made for a 
daughter “for the reason that my wife 
by her will is making suitable provision” 
for her. 


HowARD C. JOHNSON, former president 
of the Philadelphia Yearly Meeting of 
Friends and of the Philadelphia Mer- 
chants Association, left to his wife all 
boats, horses, carriages, etc., specifying 
that all furnishings in his home “were 
either given to my wife many, many 
years ago, or were purchased by her.” 
It is also stated that she “years ago 
purchased from me for cash a one-half 
interest in our home ... and the title 
is held by us as tenants by the the en- 
tireties, so that, upon my death, under 
the present laws of Pennsylvania, she 
will have the entire interest therein.” 
Mrs. Johnson is bequeathed all jewelry 
with the request that she give it to 
their three sons at such time as she 
thinks best. One son is given a collection 
of gold coins commandeered by the 
United States; to another son is re- 
turned, with additions, a stamp collec- 
tion left with Mr. Johnson for safe- 
keeping. 


Naming his wife and Provident Trust 
Co. of Philadelphia as executors and 
trustees, Mr. Johnson set up a trust of 
$5,000 to be held until his grandchildren 
respectively reach age 21, when one-fifth 
of the principal and accrued interest is 
to be paid over. Declaring that he had 
in recent years contributed approxi- 
mately $32,500 to Swarthmore College, 
the Quaker leader bequeathed the bal- 
ance of $50,000 to the College which will 
use the income from the total gift for 
scholarships, not exceeding $2,000 for 
four years, to applicants who are mem- 
bers of the Religious Society of Friends. 
The rest of the estate is left in trust to 
pay Mrs. Johnson the income and so 
much of the principal as the trustees 
deem necessary for her maintenance and 
support “in the manner in which we now 
live.” Any principal remaining at her 
death will pass to their children. 


GEORGE N. Tipp, former chairman of 
the board of American Gas and Electric 
Co., bequeathed his wife $50,000, less any 
amounts advanced by the executors at 
her request before the date on which the 
legacy would be payable under law. In 
giving the Tioga Point Museum in 
Athens, Pa., the choice of his library 
collection, Mr. Tidd thoughtfully left 
$1,000 for the purchase of a cabinet and 
storage space. To Mrs. Tidd he devised 
some summer realty in Maine while ad- 
jacent property goes to his son on con- 
dition that it not be sold during Mrs. 
Tidd’s life without her consent. After 
bequests of $10,000 to his stepdaughter 
and $1,500 to his secretary, Mr. Tidd 
placed the residue of his estate in trust 
with his wife, son and Irving Trust Co. 
of New York, who were also appointed as 
executors. 


The trust fund is to be invested as far 
as practicable in “a diversified list of 
high grade bonds and dividend paying 
preferred and common stocks.”’ From the 
income the trustees are to pay an Indiana 
woman $100 a month for the shortest of 
three periods: 25 months from the date 
of Mr. Tidd’s death, the life of the trust, 
or the life of the beneficiary. A stepson 
is also to receive $100 per month for 12 
months or one of the other periods if 
shorter. Any difference between the ag- 
gregate of these monthly payments and 
$2,500 and $1,200, respectively, will be 
made up on distribution of the principal. 
The rest of the income is payable to 
Mrs. Tidd for her lifetime. Upon her 
death, the income is to be divided into 
three equal parts, one to the stepdaugh- 
ter, one to her female issue, and one to 
the son’s female issue. On termination of 
the trust, the income beneficiaries will 
likewise share the principal. 
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INCOME TAX 


Charitable trust operating unrelated 
business not exempt from tax. Taxpayer 
had been operating motion picture thea- 
tres for forty years. He and his wife 
created trust in 1942 to which they 
transferred certain securities with view 
to finding some organization in United 
States with number of branches which 
could be helped with trust funds to grow 
and educate people to eliminate differ- 
ences of opinion tending to create wars. 
While waiting for proper charitable or- 
ganization to be designated by grantor, 
trust acquired several retail candy stores 
and hotel from which it derived income. 
No distributions were made in 1943 but 
thereafter distributions made to 
number of organizations exempt from 
tax under Internal Revenue Code. Trust 
filed no tax returns for years 1943 to 
1947, on theory that it was exempt as a 
Commissioner 


were 


charitable organization. 
denied exemption. 

HELD: Commissioner sustained. One 
of requirements for exemption under sec- 
tion 101(6) of Code is that entity be 
“organized and operated exclusively for 
religious, charitable, scientific, literary, 
or educational purposes.” Among pur- 
poses of present trust during taxable 
years involved was making money from 
operation of retail candy stores and 
hotel. These were substantial businesses 
that normally subject owners to tax. 
Court has not changed its thinking on 
this point despite reversal by Court of 
Appeals for Third Circuit in C. F. Muel- 
ler Co., 190 F. (2d) 120. Dans v. Comm., 
18 T.C. No. 5, June 4, 1952. 


Amount paid to annuitant in excess of 
principal sum received by payor de- 
ductible as loss from transaction entered 
into for profit. Taxpayer, his aunt and 
uncle each owned undivided one-third 
interest in real property. Subsequently, 
taxpayer and uncle acquired aunt’s in- 
terest executing jointly in part consider- 
ation therefor purchase money mortgage 
of $100,000. In 1935 aunt wrote to tax- 
payer and uncle stating that she would 
like to decrease her income tax and she 
believed she could do this by having 
them pay her annuity of $7,000 instead 
of interest on mortgage. Taxpayer and 
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SAMUEL J. FOOSANER 
Tax Attorney. Newark, New Jersey 


uncle agreed and provided annuity of 
approximately $60,000 in exchange for 
which aunt assigned $60,000 of mortgage 
and made gift of balance of $40,000 to 
them. From 1935 through 1944 taxpayer 
made payments totaling $31,500 to aunt. 
Of this, $1,876 was allowed as interest 
deduction leaving balance as sum ap- 
plied to principal of annuity. In 1945 
taxpayer paid aunt $3,500 and claimed 
$3,124 as deductible loss incurred in an- 
nuity venture entered into for profit. 
This was excess of all payments made by 
taxpayer to aunt over $30,000 repre- 
senting his share of discharged mort- 
gage. Commissioner disallowed deduc- 
tion on ground that transaction in 1935 
constituted adjustment of purchase price 
of property acquired in 1926. 

HELD: Commissioner overruled. I. T. 
1242 provides that “when total amount 
paid (by payor under annuity contract) 
equals principal sum paid to taxpayer, 
installments thereafter paid by him will 
be deductible as business expense in case 
he is engaged in business of writing an- 
nuities; otherwise, they may be deducted 
as loss provided that transaction was 
entered into for profit. Taxpayer here 
entered into annuity venture for profit. 
Sheridan v. Comm., 18 T.C. No. 44, May 
22, 1952. 

Amount paid to charity out of funds 
constituting gross income not allowable 
as deduction under Section 162(a). De- 
cedent’s will provided for gifts to char- 
ity of 5% of residue less other gifts. At 
time of his death, May 3, 1944, there was 
due from corporation $80,517 as bonus 
for services rendered. On April 30, 1945, 
bonus was paid to executors who paid 
it over to testamentary trustees. On 
same day testamentary trustees paid 
said sum to Loyola University. Executors 
filed fiduciary income tax return for fis- 
cal year ending April 30, 1945, showing 
gross income of $80,517 and like deduc- 
tions for amounts distributable to bene- 
ficiaries. Tax Court upheld Commission- 
er’s disallowance of deduction. 

HELD: Affirmed. Under Section 162 
(a) of Code, in order to obtain deduc- 
tion, charity must be denominated in- 
come beneficiary in wil*, or at least must 
receive right to be paid income by virtue 
of gift made to it. Here will gave no 


right to charity to have its gift paid 
from proceeds of particular asset. Char- 
ity received money solely by reason of 
right to share in proceeds of principal 
and not in satisfaction of right to that 
portion of principal which might also 
be said to qualify as gross income under: 
Section 162(a). It is unnecessary to de- 
cide, as did Tax Court, that Section 126 
income can in no instance be available 
for distribution under Section 162. Es- 
tate of Huesman v. Comm., U.S.C.A.-9, 
July 1, 1952. 


Trust may be member of partnership; 
income taxable to partners and not to 
grantor. Taxpayer in 1942 created trust 
consisting of one half interest in his 
business valued at $40,000. Under trust 
agreement, $40,000 corpus was to be 
contributed to capital of special partner- 
ship to be organized concurrently for 50 
per cent interest therein. At that time 
taxpayer had onty one child. In 1943, 
after birth of second child, wife created 
trust which purchased 50 per cent inter- 
est in business from trust created by 
taxpayer husband. Trust created by wife 
thereupon became special partner with 
taxpayer. Commissioner determined that 
partnership was not valid for income 
tax purposes and included all income in 
taxpayer’s return. 

HELD: Commissioner overruled. Re- 
strictions on limited partner would not 
invalidate partnership. Prohibition by 
special partner is normal provision of 
limited partnership agreements. Neither 
Hawaii statutes nor Internal Revenue 
Code prohibits trust from being mem- 
ber of partnership, Broadhead v. Comm., 
18 T.C. No. 87, July 7, 1952. 


ESTATE TAX 


Decree of state court as to ownership 
of securities not binding on Tax Court. 
When Fina! Account of executor was 
filed in Oktahoma court, it found that 
one half of shares of stock in question 
were owned by decedent and one half 
by his surviving wife. Court further 
decreed that shares owned by wife were 
held by decedent as trustee for her bene- 
fit. Commissioner determined that all 
stock was owned by decedent and hence 
includible in his gross estate. 
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HELD: Commissioner sustained. Bur- 
den of proof was on estate which relied 
solely upon decree of State court. No 
independent evidence was offered that 
wife as individual ownd one half of 
stock. Decree of State court did not 
adjudicate any claims of conflicting and 
adverse claimants to ownership of shares 
and was therefore not binding on Tax 
Court. Estate of Leavets, T.C. Memo, 
June 30, 1952. 


Power to terminate trust exercisable 
by trustees with consent of grantor ren- 
ders trust includible in grantor’s estate. 
Decedent created trust in 1940 for ten- 
year term, appointing his three nephews 
as trustees. Trust was divided into three 
equal parts and each nephew was given 
immediate and continuing right to re- 
ceive all income from his part, together 
with right to receive principal upon ex- 
piration of trust. If nephew died before 
expiration of trust, principal was to 
devolve to such relatives as nephew 
might appoint by will, and in default of 
appointment, to nephew’s distributees. 
Trustees couid terminate trust at any 
time subject to obtaining consent of 
grantor. Upon decedent’s death, trust 
had about four and one-half years to 
run. Commissioner determined that power 
over termination retained by grantor 
was sufficient to warrant inclusion of 
trust in decedent’s estate under Section 
811(d)(1) of Code. 


HELD: Trust includible, less value of 
defeasible term of years. Termination 
power possessed by grantor was not too 
slight or trivial. Fact that three nephews 
who were income beneficiaries and re- 
maindermen had to desire termination 
first, did not change the tax conse- 
quences. “ . . .One who has power to 
terminate contingencies upon which 
right of enjoyment is staked, so as to 
make certain that beneficiary will have 
it who may never come into it if power 
is not exercised, has power which affects 
not only time of enjoyment but also 
person or persons who may enjoy the 
donation.” Estate of Inman v. Comm., 


18 T.C. No. 63, June 12, 1952. 


Valuation of survivorship annuities 
properly adjusted. Decedent died Feb. 
22, 1947. When estate tax return was 
filed, executor elected to have gross 
estate valued as of optional valuation 
date, one year after decedent’s death. 
Among assets of estate were seven single 
premium annuity contracts providing 
for payment of specified annuity to de- 
cedent during his life and thereafter to 
his widow for life. Widow died May 15, 
1947, at age of 83. Executor valued an- 
nuities at $44,633. Commissioner deter- 
mined value to be $121,905. Executor 
then contended that his own valuation 
was too high, that true value of annui- 
ties was $5,000, amount of payments re- 
ceived by widow from date of decedent’s 
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death to her death. Consequently he 
ciaimed overpayment. 


HELD: Commissioner overruled. Un- 
der Section 811(j), it is provided that 
when optional valuation date is used, 
“(2) any interest or estate which is 
affected by mere lapse of time shall be 
included at its value as of the time of 
death (instead of the later date) with 
adjustment for any difference in_ its 
value as of the later date not due to 
mere lapse of time. .” Executor’s 
proposal to make requisite adjustment 
by comparing cost of annuities on date 
of decedent’s death and of that of widow 
was proper. Difference was slightly over 
$5,000 which, in effect, was value of 
payments during interva! treated as 
amount due to mere lapse of time, and 
therefore is includible in estate. Balance 
of amounts attributable to annuities was 
lost by optional date due to causes other 
than mere lapse of time, in this instance 
by widow’s prior death, and is excluded. 
Estate of Hance v. Comm., 18 T.C. No. 
59, June 11, 1952. 


Transfer made twelve years prior to 
death under antenuptial agreemen* not 
made in contemplation of death. Dece- 
dent married again for second time in 
1930, at age 64. Antenuptial agreement 
was entered into under which prospec- 
tive wife released decedent and any 
property or estate he then had or might 
thereafter acquire from ail dower or 
other right or claims to which she might 
be entitled as wife. Decedent was to 
transfer acceptable stock to wife. Trans- 
fer was made in 1934. At time of dece- 
dent’s death in 1946, value of stock 
transferred was $82,250. Commissioner 
included this amount in decedent’s estate 
on ground that transfer was made in 
contemplation of death. 


HELD: Commissioner overruled. Until 
shortly before his death decedent was 
energetic, healthy and mentally alert 
individual. He was director in severa: 
corporations and participated in board 
meetings regularly. Neither thought of 
death nor desire to avoid death taxes 
was impelling cause of transfer. Estate 
of Falk v. Comm., 18 T.C. No. 84, June 
30, 1952. (Under present law, gifts made 
more than three years prior to death can- 
not be deemed in contemplation of death.) 


Bank deposits and U. S. bonds not 
includible in gross estate of non-resident 
alien. Decedent was non-resident alien 
not engaged in business in United States. 
He died in 1947 in India. His brother 
had died in 1946, leaving his residuary 
estate to decedent. Included in brother’s 
residuary estate was bank account in 
New York bank and U. S. Treasury 
bonds. Commissioner included account 
and bonds in decedent’s estate. 


HELD: Commissioner overruled. 
Neither bonds nor bank account were in- 


cludible. Estate of Bradford-Martin, 18 
T.C. No. 67, June 19, 1952. 


Only one half of value of property 
acquired with profits from husband-wife 
partnership includible in husband’s es. 
tate. Decedent was married in 1904 
when he was operating a store in Wash- 
ington, D. C., for his uncle who was re- 
siding in Italy. In 1905 uncle accepted 
proposal of decedent that he and his 
wife would operate store on partnership 
basis, uncle to receive one-half of profits 
and decedent and wife remaining half. 
Subsequently business was sold and de- 
cedent and wife acquired store of their 
own. Both decedent and wife devoted 
large amount of time to business and 
profits therefrom were attributable to 
efforts of both. During course of years 
decedent and wife acquired various 
pieces of real property as joint tenants. 
Upon decedent’s death in 1946 Commis- 
sioner included full value of such proper- 
ty in decedent’s estate. 

HELD: Commissioner overruled. 
There was ample evidence of agreement 
between decedent and wife that she 
should have half interest in business and 
that agreement continued until his death. 
Property that was taken in their joint 
names was acquired with profits from 
business and therefore, since wife owned 
one-half of business, only one-half of 
value of real property held in joint names 
was includible in decedent’s estate. Es- 
tate of Giuliani v. Comm., T.C. Memo, 
June 26, 1952. 


Power to change enjoyment renders 
trust property includible in grantors’ 
estate. Husband and wife created trust 
out of community property for benefit 
of their children, with themselves as 
trustees. Trust precluded grantors from 
recapturing trust property for them- 
selves or receiving any income therefrom. 
Trustees, however, had power “to amend, 
change or alter this trust .... as they 
may deem proper,” provided they neither 
extended trust, changed any beneficiaries 
nor received for themselves any of in- 
come or corpus of trust estate. Commis- 
sioner included trust property in hus- 
band’s estate under Section 811(d) (1). 
District Court denied refund. 

HELD: Affirmed. Word “enjoyment” 
as used in Section 811(d)(1) is not mere 
word of art, but connotes “substantial 
present economic benefit rather than 
technical vesting of title or estates.” 
Trustees had reserved power to pay to, 
or to withhold from, any beneficiary 
any part of trust estate and to deter- 
mine nature and extent of any payments 
to be made. Zurjacks v. Scofield, U.S. 
C.A.-5, June 30, 1952. 


GIFT TAX 


Guardian’s payments for support of 
ward’s mother held taxable gifts. Court 
which had jurisdiction of minor’s estate 
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authorized guardian to make payments 
to minor’s mother for latter’s support 
and maintenance. Payments were made 
free from any obligation to account for 
their disposal. Neither minor nor estate 
received any consideration for amounts 
paid, and though minor was only fifteen 
years old at time, payments were ap- 
parently made with her approval. Com- 
missioner assessed gift tax. 

HELD: Refund denied. Payments were 
made without any consideration being 
received either by minor or her estate 
and were therefore gifts and taxable as 
such. Section 194 of N. Y. Surrogate’s 
Court Act, under which payments were 
made, was not involved here. Gloria 
Vanderbilt Stokowski v. Pedrick, U.S. 
D.C., S. D. New York, June 30, 1952. 


Renunciation of share of intestate’s 
estate constitutes gift. Taxpayers, widow 
and daughter of decedent, filed renuncia- 
tion with Probate Court of their right 
to any part of decedent’s estate. Reason 
stated for renunciation was wish to carry 
out decedent’s intention to leave residue 
to his son George. Estate, after payment 
of debts, amounted to $252,000. Commis- 
sioner determined that taxpayers had 
each made gift to George of approxi- 
mately $83,000 and assessed gift tax 
deficiency. Tax Court sustained him. 


HELD: Affirmed. Once title to prop- 
erty had vested in taxpayers upon de- 


cedent’s death, under local law, some 
act on their part was necessary to divest 
themseives of such title. They chose to 
renounce. What Probate Court did when 
it accepted taxpayer’s renunciation was 
to deliver to George at taxpayer’s re- 
quest what taxpayers had given him. 
This, in effect, constituted taxable gift. 
Hardenbergh v. Comm., U.S.C.A.-8, June 
24, 1952. 


Exclusions not allowable where pres- 
ent interest in income of trust is incap- 
able of valuation. In 1945, taxpayer by 
single trust agreement set up separate 
and identical trusts for her six children. 
During that year she paid in $2,500 for 
each child and added $5,000 more for 
each child in 1946. Income was to be 
paid to each child quarter!'y even though 
a minor, and in addition such sum from 
principal as trustee deemed necessary 
for education, comfort and support of 
child. Each child, after attaining age of 
30, had right to withdraw principal to 
extent of $1,000 in any calendar year. 
In gift tax returns filed for 1945 and 
1946 taxpayer claimed that life estate 
which each child received qualified for 
annual gift tax exclusion. Commissioner 
disal’owed exclusion with exception of 
one beneficiary who had attained age 
30, as to whom exclusion of $1,000 was 
permitted. Tax Court upheld him. 

HELD: Affirmed. Right to principal is 
distinct future interest, not to be con- 


sidered in evaluation of life estate. While 
trust’s terms may enable court to ascribe 
minimum combined value to present and 
future interests of each beneficiary, they 
cannot be ascertained separately. Evans 
v. Comm., U.S.C.A.-3, July 10, 1952. 


NEW LAW AND RULING 


Increase in maximum limitation on 
charitable contributions. Limit on in- 
come tax deductions by individuals for 
contributions to charitable, educational 
and religious organizations has been in- 
creased to 20 per cent of individual’s 
adjusted gross income. P.L. 466. 


Life insurance renewal commissions 
taxable to widew; also to her heirs. Bu- 
reau has ruled that under Section 126(a) 
(1) of Internal Revenue Code renewal 
commissions received by widow of life 
insurance agent are taxable to her. Re- 
newal commissions received by heirs who. 
received their rights to commissions by 
bequest, devise or inheritance from wi- 
dow of agent retain same character as 
such income would have had in the 
hands of agent had he lived and re- 
ceived such income from his employer. 
Value of such renewal account is m- 
cludible in gross estate for Federal es- 
tate tax, but deduction may be allow- 
able under Section 126(c) of Code. Letter 
Ruling, Dec. 27, 1951, signed by E. I. 
McLarney, Deputy Commissioner. 
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CURRENT LITERATURE NOTES 


Books 


The Manual of Corporate Giving 


Edited by Beardsley Ruml in collaboration with 

Theodore Geiger. National Planning Associa- 

tion, Washington 6, D. C. 415 pp. $6.75. 

Here is a highly valuable presentation 
of the history and possibilities of cor- 
porate giving under the five percent pro- 
vision of the Internal Revenue Code. Part 
I contains a study of Policy with con- 
sideration given to the stockholders’ in- 
terest; the situation of free enterprise 
— and of private charitable and educa- 
tional institutions — in a day when there 
is a strong trend toward government 
control and government financing; the 
benefits to business of a healthy corpora- 
tion and a healthy community; the in- 
terest of the community itself; and the 
effects on the government budget. The 
five per cent allowance is shown to be 
in accord with the fifteen (now twenty) 
per cent permitted to individuals for 
charitable donations, and a good case is 
made for the loss to government being 
considerably less than the total five per 
cent, owing to the private maintenance 
of service the government might other- 
wise find it necessary to undertake. 

Two chapters are of special interest 
to our readers. The first is an explanation 
of Community Trusts, their methods and 
their advantages for a corporation which 
does not want to set up its own trust 
or foundation. This is written by Ralph 
Hayes, executive director of the New 
York Community Trust. The second is a 
documented treatise on The Legal 
Aspects of Corporate Giving prepared 
by Professor Harry J. Rudick of New 
York University Law School, including 
sample forms. 


Federal Grants and the Business 

Cycle 

JAMES A. MAXWELL. National Bureau of 

Economic Research, Inc., New York 23. 122 

pp. $2.00. 

The author analyzes the program of 
federal grants to state and local govern- 
ments from 1920 through 1949. In the 
latter year 42 programs were in opera- 
tion incolving $1,885 million. Federal 
construction programs from 1915 to 1950 
also are studied. Dr. Maxwell points out 
that the need for federal aid, and the 
ability of the state-local governments to 
collect taxes, vary cyclically, but that 
the federal program has not been well 
adjusted to balance the cylical recessions 
in private business and local government 
income. He states that “no basis exists 
in history or analysis for assuming that 
depressions will not recur” and makes 
recommendations for a better adjustment 
of the federal program. 
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Public Relations 


EDWARD L. BERNAYS. University of Okla- 

homa Press, Norman, Okla. 374 pp. $5.00. 

This is a foundational book which no- 
body interested in the public relations 
field should be without. Part I on The 
Growth of Public Relations traces its his- 
tory, “evolved from earliest times out of 
the needs of human beings for leadership 
and integration,” and concludes with an 
excellent summary of the extent of the 
Public Relations activities of today. Part 
II — which is Public Relations in Action 
— develops the basic ideas of public 
relations and shows how these have 
worked out as applied to particular fields 
including House Magazines, Direct Mail, 
Advertising, Attitude Polls and Human 
Relations. It also contains a “Typical 
Action Blueprint” for solving a bank’s 
public relations problem. 


This book is not a “how to” manual 
or a gimmick. Rather its case histories 
are used to present the various types of 
public relations approach. It is full of 
practical experience and suggestions, but 
a more lasting value is to be found in 
its record and interpretation of the un- 
derlying ideas and objectives of public 
relations, the standing which the profes- 
sion has achieved, and the directions in 
which the author thinks it will move in 
the near future. 


Estate Planners Quarterly 


Edited by Solomon Huber, C.L.U. Farnsworth 
Publishing Co., 11 West Prospect Ave., Mt. 
Vernon, N. Y.; $10 annually. 

This 64-page, cloth bound publication, 
which has made its second quarterly ap- 
pearance, is designed primarily for life 
underwriters but should be of substantial 
value to all members of the estate plan- 
ning team. Under the supervision of a 
noted editorial board, this book — or 
manual or magazine or service; it’s dif- 
ficult to characterize this unique ma- 
terial — is not just a collection of arti- 
cles or dissertations. It is largely estate 
planning in action: approaches, presen- 
tations, motivations, specific solutions, 
reports. Written in such lucid manner 
by a great teacher, the material is at 
once comprehensible to the technician and 
intelligible to the prospect. EPQ is a 
welcome addition to the literature in this 
field. 


ARTICLES 


Business Life Insurance Agreements 


WARNER F. HALDEMAN. Tennessee Law 

Review, June 1952 (Knoxville; $1). 

After presenting the basic pattern of 
provisions for buy-and-sell agreements, 
this authoritative article deals with the 


types of policies which can be used to 
implement such agreements. In next 
treating of the ownership of and payment 
on the policies, the author gives an ex- 
cellent summary of the pros and cons 
of the cross ownership plan and the 
entity theory. Special problems involved 
in corporation cases include the ques- 
tions of unreasonable accumulations of 
surplus, purchase of stock by the cor- 
poration as equivalent to taxable div- 
idend, taxability of corporation’s pre- 
mium payments as income to_ stock- 
holders. The final section of the article 
emphasizes the importance of fixing the 
business value by the agreement and the 
desirability of a binding commitment — 
rather than a mere option — to pur- 
chase and sell. 


Planning the Estate 


HUGH C. BICKFORD & ROBERT M. WES- 
TON. Taxes, July 1952 (214 N. Michigan 
Ave., Chicago; 50c). 


This is a detailed application of estate 
planning principles to a $500,000 estate 
which includes a solely owned corpora- 
tion. The use of inter vivos gifts, the 
marital deduction and insurance for 
liquidity is outlined, together with the 
possibilities in connection with redemp- 
tion of stock under Section 115 (g) of 
the Code. 


(In this issue are other papers pre- 
sented at the West Virginia Tax Insti- 
tute, including “Marital Settlements and 
Family Gifts” by George B. Lourie, and 
“Valuation of Estate Interests” by Wil- 
liam M. Drennen, the latter article being 
keyed to local inheritance tax rules.) 


Ten Probate Codes 


LEWIS M. SIMES. Michigan Law 
June 1952 (Ann Arbor; $1). 


Review, 


This is a summary of some of the most 
significant phases of the probate codes 
adopted, since 1930, in Arkansas, Calli- 
fornia, Florida, Illinois, Kansas, Mich- 
igan, Minnesota, Nevada, Ohio and Penn- 
sylvania. Trends evident from _ these 
statutes are: 1. codes tend to include 
procedural as well as substantive law; 
2. while procedural provisions are in- 
cluded, court organization may be dealt 
with elsewhere; 3. some codes consolidate 
legislation on estate administration with 
trusteeships and guardianships; 4. pro- 
bate court jurisdiction tends to be in- 
creased and extended to land; 5. distine- 
tions in treatment of realty and person- 
alty are disappearing; 6. time schedules 
are shortened; 7. administration of small 
estates is being streamlined; 8. specific 
problems formerly settled only after liti- 
gation are now being covered by statute. 


TRUSTS AND ESTATES 


ay 


y | 
age 
adn 
due 
rep 
stat 
whi 
wou 
ren 
volv 
plai 


H 
not 
an | 
to fi 
fail 
mini 
mor 
and 
stat 
be 1 
cons 
have 
wert 
scier 


CHA 
D 
N 


A 
purs 
wills 
ical. 
sons 
cer.” 
tors 
regu 
ernn 
ment 
The 
erty 
ated, 
of cx 
the ] 
catio 
main 
the I 
hosp: 


Af 
an is 
into 
Medi 
woul 
at th 
in cor 
stitut 
catior 
powe 


Avct 


to 
xt 
ont 
2X- 
ns 
the 
red 
es- 

of 
or- 
liv- 
re- 
ck- 
icle 
the 
the 


ur- 


/ES- 
igan 


tate 
tate 
ora- 
the 
for 
the 
mp- 
) of 


pre- 
isti- 
and 
and 
Wil- 
eing 


view, 


nost 
odes 
Sali- 
lich- 
enn- 
hese 
lude 
law; 

in- 
lealt 
date 
with 
pro- 
» jn- 
tine- 
rson- 
Jules 
small 
ecific 
 liti- 
tute. 


ATES 





RECENT FIDUCIARY DECISIONS 


CLaims — Administrator’s Delay Re- 
sulting in Allowance of Late Claims 
Not Actionable by Heirs 


Indiana—Appellate Court 
Riddell National Bank v. Englehart, 105 N.E. 


(2d) 357. 

This was an action by heirs for dam- 
ages arising out of the failure of an 
administrator to file a final report when 
due. Had the administrator filed its final 
report within the time prescribed by the 
statute, three claims against the estate, 
which were prosecuted to judgment, 
would have been barred. The estate was 
rendered insolvent by the claims in- 
volved. The lower court found for the 
plaintiffs. 


HELD: Reversed. Indiana statutes do 
not create any actionable wrong against 
an administrator for unexcused failure 
to file a final report when due unless the 
failure results in a devastavit. The ad- 
ministrator’s failure resulted in nothing 
more than the allowance of just claims 
and its failure or refusal to adopt a 
statutory procedure whereby it would 
be relieved of the obligation, does not 
constitute a devastavit. The plaintiffs 
have not lost anything to which they 
were entitled in equity and good con- 
science. 


CHARITABLE TRUSTS — Discretion of 
Directors to Affiliate Hospital with 
Medical Center Sustained 


Missouri—Supreme Court, en Banc 
Taylor v. Baldwin, 247 S.W. (2d) 741. 


A charitable hospital was incorporated, 
pursuant to certain deeds of gift and 
wills, for the purposes of “affording med- 
ical and surgical aid and nursing to per- 
sons suffering from skin diseases or can- 
cer.” The charter gave the board of direc- 
tors “full power to make such rules and 
regulations as are necessary for the gov- 
ernment of its affairs and the manage- 
ment of the medical and business affairs.” 
The deeds of gift provided that the prop- 
erty of the hospital should not be alien- 
ated, unless, “by reason of the changes 
of conditions surrounding the location,” 
the Board should determine that the lo- 
cation “has become unfavorable for the 
maintenance of the hospital,” whereupon 
the Board was empowered to relocate the 
hospital. 


After some 42 years of operation as 
an isolated institution, the Board entered 
into an agreement of affiliation with a 
Medical Center whereby the hospital 
would be relocated in its new building 
at the Center and continue its functions 
in cooperation with adjacent affiliated in- 
stitutions. The principal reason for relo- 
cation was diminution of purchasing 
power which could largely be corrected 
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through affiliation. The Attorney-General 
of Missouri sought to enjoin the affilia- 
tion, contending that it was in violation 
of the charter, the deeds of gift, and the 
wills. The trial chancellor, with minor 
exceptions, approved the affiliation. The 
Attorney-General appealed. 


HELD: Affirmed. In the absence of 
limitations in the charter, those charged 
with the responsibility of the operation 
and government of a public charity may 
exercise a discretion as to the manner 
and means by which that is to be ac- 
complished. They must themselves exer- 
cise the discretion vested in them and, 
if it is fairly and reasonably done. that 
discretion will not be interfered with by 
the courts. The point at which the courts 
will interfere is the point of substantial 
departure by the trustees from the dom- 
inant purpose of the charity. The agree- 
ment of affiliation involved no such de- 
parture. The doctrine of cy pres was not 
involved. Evidence of modern trends to 
affiliation of specialty hospitals with med- 
ical centers was admissible on the ques- 
tion of the reasonableness of the Board’s 
action. 


DISTRIBUTION — Deficiencies in An- 
nual Trust Income Abate Ratably 


Pennsylvania—Supreme Court 
Pusey Estate, 88 A. (2d) 750. 


Testator’s will gave a million dollars 
in trust to pay from the income thereof 
annual sums in specific amounts to a 
number of people and to a church. At 
the death of some of the legatees, prin- 
cipal was to be paid to charitable enter- 
prises in amounts totaling considerably 
less than a million dollars. If, after the 
death of the last legatee, there should 
be a balance in the fund, the balance 
was given to a church organization. 
Since 1946, the income has been insuf- 
ficient to pay the annual sums in full and 
the trustee prorated the income avail- 
able. Two of the individual legatees 
claimed that their bequests should be 


paid in full before the church was paid 
and also that the deficiency in the an- 
nual sums should be made up from prin- 
cipal. The lower court denied the claim 
and the legatees appealed. 


HELD: Affirmed. Unless a contrary 
intent appears, all annual payments out 
of income in case of a deficiency abate 
ratably. The slight difference in phrase- 
ology employed in the various gifts does 
not show an intention to discriminate be- 
tween the individuals and the church in 
respect to priority of payment. The gifts 
were specifically from income; the testa- 
tor did not refer to the bequests as an- 
nuities. The legatees had a right to par- 
ticipate pro tanto in annual distributions 
of income. The reference to a balance 
in the fund at the death of the last 
legatee does not imply that the indi- 
viduals were to receive principal, but 
refers to the gifts of principal to charity. 


DISTRIBUTION — Statute of Limita- 
tions not Tolled by Alien Enemy 
Status of Heirs Seeking to Recover 
Escheated Property. 


Oregon—Supreme Court 
Peters v. McKay, July 3, 1952. 


This was a suit by persons claiming 
to be heirs to recover $8,232 of an 
escheated estate. Administrator of the 
estate had paid over the money to the 
State Treasurer on April 14, 1932 as an 
escheat pursuant to the order of the 
probate court. In the immediate pro- 
ceeding the trial court made an order 
quashing service of a second petition 
for recovery of the escheated property 
on the ground that the statutory period 
of ten years for recovery had expired. 
The plaintiffs claimed that the statute of 
limitations did not apply to them during 
the period December 11, 1941 to May 
8, 1945, because as residents of Hol- 
land they were alien enemies and barred 
from bringing suits in the courts of 
the state. 


The Supreme Court affirmed, holding 
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that Section 1-217 OCLA relates only to 
the tolling of statutes of limitations in 
actions against suitable persons and not 
against the state. The ten-year period 
had fully run before the suit was com- 
menced on July 1, 1946. 

On petition for re-hearing, the peti- 
tioner asserted principally a royal de- 
cree issued by the Royal Government of 
the Kingdom of the Netherlands on May 
24, 1940 of which the petitioners claimed 
they did not have knowledge at the time 
the matter was tried in the Circuit Court 
or originally in the Supreme Court. Af- 
ter giving full consideration to the new 
matter, the Supreme Court denied the 
petition for rehearing. 


INSURANCE — Life — Return of Un- 
used Portion of Premium Payment 
Denied to Payor’s Executor 


Pennsylvania—Supreme Court 
Fidelity-Philadelphia Trust Co. v. Bankers Life 


Insurance Co., 88 A. (2d) 710. 

In 1948, decedent bought an insurance 
policy on the life of his son, aged 4, 
payable to decedent, and prepaid the 
annual premiums for 19 years, amount- 
ing to $16,315. When the son attained 
21, the policy would become his and the 
face value would increase to $100,000. 
Decedent reserved the right to withdraw 
“whole commuted values” and in the 
event the policy was surrendered, which 
the mother of the child was authorized 
to do after decedent’s death, the unused 
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commuted values were to be paid to de- 
cedent or his estate. If the son died be- 
fore the premium deposit was consumed, 
the unused portion was to be paid to de- 
cedent or his estate. At the time of the 
issuance of the policy, decedent was a 
wealthy man, 39 years of age and in 
good health. He died the following year 
as the result of an accident. His executor 
sued the insurance company to recover 
the unused portion of the premium de- 
posit amounting to $14,750. The lower 
court entered judgment for the defendant 
and plaintiff appealed. 

HELD: Affirmed. The intent of the 
decedent as shown by the policy and the 
prepaid premium agreement was _ that 
of a father seeking to benefit a son and 
not the enrichment of his own estate. 
The defendant is bound to apply the de- 
posit in payment of the annual premiums 
as they come due until one of the events 
upon which may be predicated the pay- 
ment of unused commuted values to the 


decedent or his estate occurs. No such 
event has occurred. 
INVESTMENTS — Executor - Trustee 


Liable for Interest on Failure to 
Invest 


California—District Court of Appeal 

Estate of Prior, 111 A.C.A. 473 (June 2, 

1952). 

Elwood Prior was executor of the will 
of his father, Toney Prior. The will be- 
queathed $5,000 to each of two children 
of Maude Riley, one of whom is Barbara 
Riley, the respondent in this case. The 
$5,000 with accumulations was to be held 
by Elwood in trust for Barbara until 
she should reach age 26. Toney died in 
1935, and Elwood was appointed execu- 
tor. Barbara became 26 in 1949. 

The executor thereupon filed a_peti- 
tion for partial distribution, requesting 
permission to pay $5,000 to Barbara. 
The funds had not been invested. Bar- 
bara objected to the petition, claiming 
interest on the fund; apparently claim- 
ing only 4% or the entire income earned 
on the bequest if the latter was the 
larger. 

HELD: Although Elwood as executor 


had failed to have the legacy transferred 
to himself as trustee, his neglect in that 
respect profits him nothing and he js 
liable for interest under code provisions 
charging a trustee with interest where 
he fails to invest. Accordingly interest 
was held payable on the fund. As execu- 
tor he was liable for 4% interest, and 
the balance of 3%, making 7% in all, 
was held to be chargeable against him 


as trustee. 

It is not quite clear whether or not 
the entire 7% was charged against the 
executor-trustee individually. 


LIFE TENANT & REMAINDERMAN — 
Deceased Life Tenant’s Executor 
Entitled to Accumulated Trust In- 
come 

Rhode Island—-Supreme Court 


Carpenter v. Smith, 79 R. I. —; 89 A. (2d) 
168. 
Testator left property “*** in strict 


trust, nevertheless, for the benefit of 
my daughter, Mabel Walker, upon the 
following terms and conditions: That 
my said trustees shall use the income 


from said trust estate and:so much of | 


the principal for the comfortable support 
of my said daughter during her life ***.” 
A substantial amount of income was not 
used by the trustees and was held by 
them at the time of the death of the life 
tenant. 

HELD: The discretion was with re- 
gard to the use of principal and all of 
the income belonged to the life bene- 
ficiary. This appears to be more clearly 
so since there was no specific provision 
for accumulation nor for any gift over 
of any income that was not paid out by 
the trustees. The accumulated income 
should be paid to the executor of the life 
beneficiary although the testator direct- 
ed them to “use” instead of “pay” such 
income. 


Powers — Appointment — General 
Residuary Clause Exercises Power 
Ineffectively Exercised Specifically 

Pennsylvania—Supreme Court 

Jull Estate, 88 A. (2d) 753. 
In 1931, testator created a life insur- 
ance trust in which he directed that at 
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the death of the survivor of two life 
tenants, the principal was to be paid to 
the persons or institutions designated 
or appointed in his last will and in de- 
fault of such appointment, to his next 
of kin then living, under the intestate 
laws. He died the same year and left 
a holographic will made after the trust 
deed attested by only one witness, in 
which he directed the principal of the 
trust paid to such charities as the trus- 
tee, his widow and his brother (the life 
tenants) might designate. He gave his 
residuary estate to his wife. 


The Wills Act in effect in 1931 pro- 
vided that a charitable gift must be 
made by a will attested by two disin- 
terested witnesses, but also provided that 
a general devise or bequest should oper- 
ate as an exercise of any general power 
of appointment that the testator had, 
unless a contrary intention appears on 
the will. The lower court awarded the 
principal of the trust to the widow and 
the next of kin appealed. 


HELD: Affirmed. A general residuary 
clause exercises a general power of ap- 
pointment which had been specifically 
but ineffectually exercised in a _ prior 
provision of a will, and this prior inef- 
fectual exercise is not sufficient to show 
intention not to the power exer- 
cised by the general residuary clause. 
Appellants cannot make the anomalous 
argument that the appointment to char- 


have 


ity was void but effective to indicate 
an intention that the residuary clause 
was not to exercise the power of ap- 


pointment. Moreover, the Wills Act pro- 
vided that if the gift to charity 
void for want of proper attestation, the 
gift should go to the residuary legatee. 


was 


REVOCATION — Doctrine of Depen- 
dent Relative Revocation Not Ap- 
plicable 


Idaho—Supreme Court 
Re Heazle’s Estate, 240 P. (2d) 821. 


Will dated May 1947 left an estate 
consisting of land and cattle to testatrix’ 
nephew, William Heazle. This will was 
contested by a sister, two nieces and 


creditors who relied on a will dated 


October 1949, revoking all former wills 
and providing: 


‘“‘Wish my horses and cattle run on my range 
as they always have been until the expiration 
of the Lease now in effect The relatives to run 
the Jean Heazle Horse & Cattle Co. in coopera- 
tion with the Lease Two Relatives to get paid 
for running my share of Lease at 8.00 per day, 
to be selected among themselves.”’ 


It was alleged that the testatrix was 
incompetent when she executed the sec- 
ond instrument, and that it is not ef- 
fective to revoke the first will because 
it is not a will and cannot be admitted 
to probate. The trial court found testatrix 
was competent in May 1947 and admit- 
ted the first will to probate. No finding 
was made with respect to her competency 
in October 1949. The proponent of the 
first will relied in part on the doctrine 
of dependent relative revocation — that 
had the testatrix known that the instru- 
ment containing the revocation was not 
effective as a will, she would not have 
declared the revocation but would pre- 
fer the previous will to intestacy. 


HELD: Reversed and remanded to take 
further evidence on the issue of com- 
petency. The doctrine of dependent rela- 
tive revocation is subordinate to the rule 
that makes the intent of the testatrix 
paramount. There is nothing in the record 
of this case to justify the application of 
the doctrine. On the contrary, the direc- 
tion “relatives to run the Jean Heazle 
Horse & Cattle Co., etc.” would conflict 
with the authority and duty of the execu- 
tor appointed in the first will. From this 
it is to be inferred that she wanted that 
will revoked in any event. 


Under. the Idaho statute permitting a 
will to be revoked by a will “or other 
writing,” the instrument to be effective 
as a revocation need not be effective as 
a will. The instrument executed in 
October 1949 is sufficient in form and 
substance to revoke the will of May 1947. 
However, to be effective, it must be found 
that decedent had testamentary capacity 
at that time. It was error not to make a 
finding on the issue of competency at 
the time the second instrument was 
signed. 


—Reported by Washington Editor 
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Spouse’s RIGHTS — Decree of Dis- 
tribution Does Not Terminate 
Widow’s Allowance 


Oklahoma—Supreme Court 
Crane v. Howard, 244 P. (2d) 559. 


Decedent was survived by his widow 
and two children of a former marriage. 
A widow’s allowance of $300 per month, 
to begin as of the date of death of the 
decedent and to continue until “said 
estate is closed or the further order of 
this court,” was the subject of a final 
order, pursuant to a statute which pro- 
vided for the making of a reasonable al- 
lowance “during the progress of the 
settlement of the estate” (58 O.S. 1951, 
Sec. 314). 


The widow brought an action in the 
district court against the executors, seek- 
ing certain properties held by them, 
which she claimed were hers under the 
community property law. The executors 
sought an order of distribution of the 
property pending appeal from a district 
court finding against the widow’s claim 
under the community property law; the 
district court ordered a distribution of 
the estate. The widow appealed. While 
these appeals were pending, the execu- 
tors and the children of the decedent 
petitioned for discontinuance of the 
widow’s allowance; the district court 
ordered such discontinuance as of the 
date of the decree of the said district 
court for distribution of the estate, find- 
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ing also that the estate was solvent and 
that the widow’s appeal from the order 
of distribution was made in good faith. 

HELD: The entry of a decree of dis- 
tribution does not ipso facto close an 
estate for purposes of terminating the 
widow’s allowance. A widow’s allowance 
may be paid out of the estate and charged 
as other costs of administration without 
inconsistency with the decree of distri- 
bution if the widow’s allowance was 
ordered paid prior to entry of the decree 
of distribution. The intent of the Legisla- 
ture was to make provision for the widow 
until such time as she actually received 
the possession and use of her share of 
the solvent estate. An order to distribute 
determines the interest of the distribu- 
tees; the widow may contest such an 
order in good faith without sacrificing 
her allowance in the meantime. 


TAXATION — Estate & Inheritance — 
Tax Payable on Property of Resi- 
dent of Foreign Country 


Washington—Supreme Court 
Guinness v. State, 140 Wash. Dec. 631. 


Arthur Guinness, domiciled in Great 
Britain, died there in March 1949. At the 
time of his death, he owned the luxury 
yacht “Fantome,” which had been moored 
in Seattle harbor in the State of Wash- 
ington, continuously for about 10 years. 
By his will, probated in Great Britain, 
the yacht passed to trustees for the 
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benefit of his wife, his children and cer- 
tain other persons. The State of Wash- 
ington asserted an inheritance tax with 
respect to the yacht. The pertinent por- 
tion of the inheritance tax statute reads 
as follows: 

“A)l property within the jurisdiction of this 
state, and any interest therein, whether belong- 
ing to the inhabitants of this state or not, and 
whether tangible or intangible, which shall pass 
by will or by the statutes of inheritance of this 


or any other state ... shall, for the use of the 
state, be subject to a tax...” 


The trustees contended that the word 
“state” in the phrase “of this or any 
other state” refers only to the states 
of the United States, and that the tax 
is not applicable to property passing 
under a will executed and probated in 
Great Britain. From a judgment in favor 
of the plaintiff trustees, the State ap- 
pealed. 

HELD: Reversed (by a five to four 
decision). The statute should be read 
in its entirety, and the word “state” given 
its broader interpretation, which in- 
cludes any political body or sovereignty, 
rather than the restricted interpretation 
proposed by the trustees. The State of 
Washington has the power to impose 
tax on this succession, and the legisla- 
ture clearly intended to do so. 


TERMINATION — Settlor May Cancel 
Irrevocable Trust by Exercising 
Power to Change Beneficiaries 


Pennsylvania—Supreme Court 
Schellentrager v. Tradesmens National Bank 


and Trust Co., 88 A. (2d) 773. 

Plaintiff executed an irrevocable deed 
of trust in 1927, reserving the right to 
change beneficiaries and to vary the 
amounts paid to the income beneficiaries. 
Income and principal were subject to 
spendthrift provisions. In pursuance of 
the reserved power, plaintiff eliminated 
all of the named beneficiaries and sub- 
stituted himself as life tenant and re- 
mainderman and then filed a bill in 
equity to terminate the trust and secure 
the return of the trust res to himself. 
The lower court dismissed the bill on 
the ground the trust was irrevocable and 
that the power to change beneficiaries 
did not apply to remaindermen. Plaintiff 
appealed. 


HELD: Reversed. The beneficiaries of 
a trust are those having the enjoyment 
or ultimate right to the property held 
in trust and therefore the remaindermen 
are as much beneficiaries as the life 
tenants. The fact that the deed was de- 
clared irrevocable furnishes no reason 
for holding that the reserved power was 
limited to income beneficiaries. Were it 
not for this reservation, the trust would 
have violated the rule against per. 
petuities. Since both life and remainder 
interests are now validly in plaintiff, 
he can compel the termination although 
the purposes of the trust have not been 
accomplished. 


WILLs — Construction — Adopted 
Child is “Issue” and “Descendant” 
of Deceased Income Beneficiary of 
Trust 


New York—cCourt of Appeals 
Matter of Upjohn, decided July 15, 1952. 


The testator created separate trusts 
— for nephews, nieces, grandnephews, 
grandnieces, and others — measured by 
the life of a named grandnephew. If 
any of the beneficiaries died before the 
grandnephew, the income payable to that 
beneficiary was to be paid to his or her 
“issue” or “descendants.” 

A niece of the testator died before the 
termination of a trust in her favor. The 
question was whether her adopted daugh- 
ter was entitled to the income of that 


trust. Two lower courts held that she 
was not. 
HELD: Reversed. The policy of the 


legislature has been to place adopted 
children on a level with natural born 
offspring. The will should be construed 
in that spirit as well as against the 
background of the context of the entire 
instrument and the facts existing when 
it was drawn. Testator considered the 
niece’s adopted daughter to be her “is- 
sue” and “descendant.” Of surpassing | 
significance is the fact that, when the | 
testator drew the will, he knew that his 
niece had adopted ‘a child. Other factors 
were that the testator accepted the 
adopted child as a member of the family 
group and actually sought, in concert 
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with other members of the family, to 
keep her adoption secret. The courts be- 
low erred in concluding that the testa- 
tor’s design was not to include the 
adopted child as substituted beneficiary 
of her foster mother’s trust. 


WILLs — Construction — “All My 
Worldly Possessions, both Personal 
and Money,” Does Not Include 
Real Estate 


Nebraska—Supreme Court 
Jacobsen v. Farnham, 53 N.W. (2d) 917. 


In a “short form” printed will, “I 
give, devise and bequeath” was followed 
by a typewritten disposition to three 
nieces and nephews of “all my worldly 
possessions both personal and money.” 
There was no residuary clause. Other 
heirs claimed that testator died intestate 
as to his real estate. 


HELD: Decedent died intestate as to 
realty. The presumption that a testator 
did not intend to die intestate is no 
stronger than the presumption that he 
did not intend to disinherit an_ heir. 
While the word “devise” is properly re- 
stricted to real property, it may other- 
wise be construed if the context shows 
that such was the intention of the testa- 
tor. The word “possessions” may include 
real estate, but the following words “both 
personal and money” limit the phrase 
“worldly possessions” to personal proper- 
ty. 
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WILLs — Construction — Bequest to 
“Whoever Takes Care of Me in 
Last Illness” 


Pennsylvania—Supreme Court 
Umberger Estate, 369 Pa. 587. 


In 1947 at age of sixty-two and in 
good health, testatrix wrote her own 
will in which she devised her house “to 
whoever takes care of me in my last 
illness or old age at the discretion of the 
executor.” In June 1948, she had a heart 
attack and two neighbors went into her 
house and gave her medicine and made 
her comfortable under instructions re- 
ceived from the doctor, until she died 
about seven hours later. The two neigh- 
bors claimed the house. The lower court 
denied the claim and the neighbors ap- 
pealed. 


HELD: Affirmed. Last illness gener- 
ally means a lingering or protracted ill- 
ness. Testatrix had a natural apprehen- 
sion that she might be overpowered by 
a malady that would render her helpless 
which caused her to provide compensa- 
tion for the individual who took care of 
her for that invaliding last illness. Com- 
mon sense and logic exclude the idea 
that testatrix was preparing to donate 
her house to anyone who would care for 
her for seven hours. 


WILLs — Joint & Mutual — Consid- 
eration for Mutual Wills 


Washington—Supreme Court 
Re Young’s Estate, 140 Wash. Dec. 543, 244 


P. (2d) 1165. 

In 1947, W. P. Young and his wife 
executed a joint will, in which it was 
agreed that neither would revoke with- 
out the written consent of the other. The 
will provided that upon the death of 
either, the property of the deceased 
should become the sole property of the 
survivor so long as the survivor shall 
live and that upon the death of the 
survivor, the property is bequeathed to 
Silas Young. W. P. Young died. There- 
after, Mrs. Young made a new will, de- 
vising all of her property to Charles 
Copps. Upon her death in 1950, the later 
will was probated and Mr. Copps qualified 
as executor. Silas Young petitioned the 


Court to grant specific performance of 
the contract contained in the joint will. 
The trial court sustained a demurrer to 
the petition on the ground that no con- 
sideration for the contract was pleaded. 


HELD: Reversed. The mutual prom- 
ises constitute the consideration, and the 
making of each will is consideration for 
the making of the other. 


WILLs — Probate — Doctrine of De- 
pendent Relative Revocation 
Recognized But Not Applied to 
Duplicate Will 


Indiana—Supreme Court 
Roberts v. Fisher, 105 N.E. (2d) 595. 


Testatrix executed the original ribbon 
copy of her will as well as two carbon 
copies. Her attorney retained the original 
and one carbon copy. The other carbon 
was retained by testatrix. The testatrix 
later consulted her attorney about a new 
will after having crossed out the signa- 
tures on the copy in her possession. At 
her request, the attorney mailed the 
original ribbon will to testatrix advis- 
ing her to destroy it at once and to make 
up her mind on a new will. He further 
promised to destroy his carbon copy, 
which was never done and was the copy 
submitted for probate. The testatrix de- 
stroyed the original will in the presence 
of her attorney and executed no new 
will prior to her death about 40 days 
later. The lower court admitted the will. 
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HELD: Reversed. The revocation of 
the testatrix’s will was complete. The 
doctrine of dependent relative revocation 
has never been applied in Indiana. How- 
ever, the doctrine should be recognized, 
but cautiously applied. On the evidence 
the testatrix intended to revoke the will 
completely and not conditionally; there- 
fore, the doctrine of dependent relative 
revocation did not apply in this case. 


WILLS — Probate — Forfeiture 
Clause Does Not Bar Devise to 
Bona Fide Objectant 


North Carolina—Supreme Court 
Ryan v. Wachovia Bank & Trust Co., 70 S.E. 


(2d) 853. 

Will contained a provision that if any 
objections were made to its probate those 
who inaugurated or abetted any such 
contest would forfeit any interest under 
the terms of the will. Six of the testa- 
tor’s children, including the plaintiff, 
filed a caveat alleging that the paper 
offered for probate by defendant executor 
was not the last will of the decedent in 
that his signature was obtained through 
undue influence and he was not capable 
of executing a will. 


The evidence showed that testator was 
nearly ninety years old when he exe- 
cuted the will; he was feeble and could 
not do any work for several years prior 
to his death; and at times he could not 
recognize his children. The estate was 
appraised for about $232,000. One daugh- 
ter was to receive $25, another $30, still 
another only $300. Seven of the testator’s 
children (some of them being among the 
largest beneficiaries) testified for the 
caveators. However, the jury returned 
a verdict in favor of the propounders. 


Plaintiff filed a complaint in this ac- 
tion to recover a building devised to her 
under the will. Defendant pleaded the 
forfeiture clause as a bar to her claim. 
The court found that plaintiff had plaus- 
ible ground for joining in the contest of 
the will and acted in good faith and was 
not barred by the forfeiture clause, and 
rendered judgment in favor of the plain- 
tiff. 


HELD: Affirmed. The trial judge was 
justified in finding as a fact that the 
plaintiff had probable cause for caveat- 
ing her father’s will and that in so doing 
she acted in good faith. These findings 
entitled the caveator to take the legacy 
even though the will contains a no-con- 
test or forfeiture clause. 


The weight of authority in this country 
supports the view that a no-contest or 
forfeiture clause is subject to the ex- 
ception that where the contest is made 
in good faith and with probable cause, 
such clause is not binding and a for- 
feiture will not result under such cir- 
cumstances. A bona fide inquiry whether 
a will was procured through fraud or 
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undue influence should not be stifled 
by any prohibition in the instrument. 
—Staff Digest 


WILLs — Probate — Monogram Not 
Sufficient Signature for Holograph- 
ic Will 

North Carolina—Supreme Court 
Pounds v. Litaker, 71 S.E. (2d) 39. 


Proceeding to probate in solemn form 
a paper alleged to be a holographic will 
of Hattie P. Efird. The purported will 
was written on her personal stationery, 
in the upper left-hand corner of which 
was an engraved monogram containing 
the letters “HEP.” The trial judge held 
that the paper writing was not valid. 

HELD: Affirmed. The engraved mono- 
gram appearing on the instrument may 
not be considered as a part thereof. The 
monogram is not in decedent’s handwrit- 
ing and may not be construed to be 
her signature within the meaning of 
G.S. 31-3 and 31-18, subsection 2. 


—Staft Digest 





Legislation 
MASSACHUSETTS 


Ch. 445: Substitutes Commissioner of 
Corporations and Taxation for State 
Treasurer as person to whom notice must 
be given on sale of realty by foreign 
executor or administrator. 


NEW JERSEY 


Ch. 
law. 

Ch. 331: Authorizes court to allow 
fiduciary reasonable compensation for 
services required by law to be rendered 
in connection with property which does 
not come into fiduciary’s hands but is 
taxable as part of decedent’s estate. 
(see page 556.) 


280: Recodifies trust investment 


VIRGINIA 


Ch. 433: Increases amount of property 
that may be held by trustees for re- 
ligious purposes. 





°° ADVERTISING INDEX ° 


BANKS 


American Trust Co., Charlotte 

Bank of America, San Francisco 

Bank of New York, N. Y. C. 

Chicago Title & Trust Co. 

Corn Exchange Bank Trust Co., 
a a ie 

Detroit Trust Co. 

Fidelity Trust Co., Pittsburgh 

Fiduciary Trust Co., N. Y. C. 

Fifth Third Union Trust Co., 
Cincinnati 

First & Merchants National Bank, 
Richmond 

First National Bank, Miami 

First National Bank, Minneapolis 

Fulton National Bank, Atlanta 


Girard Trust Corn Exchange Bank, 
Philadelphia 552 


Guaranty Trust Co. of Canada 590 
Guaranty Trust Co., N. Y. C. 549 
Hanover Bank. N. Y. C. 562 
Harris Trust & Savings Bank, Chicago 579 
Irving Trust Co., N. Y. C., 

Second Cover 


Land Title Bank & Trust Co., 
Philadelphia 559 
Maryland Trust Co., Baltimore 597 
Montreal Trust Co. 578 
National Bank of Detroit 587 
National Bank of Tulsa 591 
National Shawmut Bank, Boston 608 


Old Colony Trust Co., Boston, 
Third Cover 


Provident Trust Co., Philadelphia 608 
Royal Trust Co., Montreal 595 
Safe Deposit & Trust Co., Baltimore 602 
St. Louis Union Trust Co. 595 
Security-First National Bank, 

Los Angeles 601 
Security Trust Co., Rochester 610 


Union & New Haven Trust Co. 591 
Union Bank & Trust Co., Los Angeles 561 
United States Trust Co.. N. Y. C. 609 


Wilmington (Del.) Trust Co. 609 


SERVICES 
Advertising & Promotion 
Purse Company 


Appraisers & Auctioneers 
American Appraisal Co. 
Parke-Bernet Galleries 
Stack’s 


Corporation & Financial Notices 
American Radiator & Standard 
Sanitary Corp. 
Flintkote Company 


International Business Machines 
Corp. 


ow wet 
sn ~) 
— 


Philco Corp. 
Southern California Edison Co. 


woo uw 


Union Carbide & Carbon Corp. 


Insurance 


Connecticut General Life Insurance 
Co. Fourth Cover 


Investment 
L. G. Beaubien & Co., Ltd. 
Eisele & King, Libaire, Stout & Co. 
Johnston. Lemon & Co. 
Carl M. Loeb, Rhoades & Co. 
Hugh W. Long & Co., Ine. 
R. W. Pressprich & Co. 
Seudder, Stevens & Clark 
Vance, Sanders & Co. 


Publishers, Topical Law Reports 
Commerce Clearing House, Ine. 585 


TRUSTS AND ESTATES 











OLD COLONY 


TRUST COMPANY > 


oy 


New England's 
Largest Corporate Fiduciary 





More and more Trust Officers and Attorneys are 
regularly working with a Connecticut General Life 
Underwriter. They know his extensive experience and 
knowledge in the fields of personal insurance, estate 
planning, business insurance, pension trusts and other 
types of insured pension plans are of material assistance 
in solving client problems. They realize he also makes 
quickly available to them the broad facilities of 


Connecticut General’s skilled Advisory Bureau. 


Moreover, they appreciate the fact that the daily 
activities and contacts of the “Man from C-G” naturally 
cause new business to flow into Trust Departments. 


They'll tell you themselves, “The ‘Man from C-G’ is a 


good man to know!” 


CONNECTICUT THROUGH BETT 
THROUGH BETTER MEN 
LIFE * ACCIDENT * HEALTH * 
6 & q e R fi i GROUP INSURANCE AND 
PENSION PLANS * PENSION 
LIFE INSURANCE COMPANY ee 
HARTFORD, CONNECTICUT 


. 
a 
® 
2 
ay 
* 
* 
> 
- 
a 
4 
. 
a 
* 
* 
+ 
oe 
3 
2 
» 
3 
e 
3° 
3 
’ 
Ss 
a 
® 
f 
a 
® 
e 
° 
& 
4a 
* 
A 





